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BOSTON’S STRONG ECONOMY - 1998 


Boston’s economy is enjoying its sixth year of 
economic expansion following the downturn of 1988- 
1992. The number of jobs in the city is at an all-time 
high and unemployment at a near record low. 


The city’s office and hotel markets are booming. The 
financial services, professional business services, 
and tourism industries are expanding. Boston’s 
health care, medical research, and educational 
institutions are among the best in the nation. 
Boston’s intellectual capital contributes greatly to its 
consistent ranking as one of the best cities in the US 
to do business. 


This report presents the major economic and 
demographic indicators, which show Boston’s role as 
the engine of the state and regional economy. 


OVERVIEW OF CURRENT ECONOMIC 
CONDITIONS 


Boston is the economic and social hub of both the 
Commonwealth of Massachusetts and the New 
England region. It is a center for professional, 
business, governmental, financial, higher educational 
and medical services, as well as transportation, 
communication, export, cultural and entertainment 
activities. High technology, research and 
development, manufacturing and wholesale 
distribution also contribute to the economy of the city 
and its suburbs. 


The current status of the Boston economy is one of a 
six-year economic expansion following the 1988- 
1992 downturn. Economic results for calendar years 
1993-1998 reveal continuing economic growth as 
measured by many of the primary economic 
indicators such as increasing employment, declining 
unemployment rates, improvement in the office 
market, strong sales and stable prices in residential 
real estate, over $1.73 billion of private development 
construction investment, and several large public 
sector projects are underway to improve the 
infrastructure capacity of the city. 


Over 89,000 jobs have been added in the last six 
years since the low point of the recession in 1992, 
and the total number of jobs in Boston is at a modern 
high. Unemployment continues to decline with a 
2.8% rate in February, 1999, a dramatic improve- 


Boston's Jobs Reach New High - 
Unemployment Falls to Near Record Low 


1992 1993 1994 1995 1996 1997 1998 


ment from the 9.5% unemployment peak registered 
nearly eight years ago in July 1991. 


The commercial real estate markets have improved 
greatly from 1991 with the downtown office vacancy 
rate dropping to 3.3% at the end of 1998, the lowest 
in the nation and down from a high of over 17% in 
1991. The Class A vacancy rate is 1.5%, also the 
lowest of any major city in the country. Hotels 
continue to post extraordinarily high occupancy and 
room rates. Residential real estate has posted 
increasing sales since 1992 and housing sales 
prices, stable in the 1989-1995 era, have shown 
marked gains in the 1996-1998 time period. 


POPULATION 


Boston's population reached 574,283 according to 
the 1990 U.S. Bureau of the Census, a gain of 
11,289 or 2% since 1980, and the first gain since the 
decade of the 1940s. The BRA, working with the 
Metropolitan Area Planning Council, projects 
Boston’s population will grow again between 1990 
and 2000, this time by 16,979 or about 3%, due to 
the city’s attractiveness to young professionals from 
all around the country and its role as a gateway for 
immigrants from all over the world. 


Boston is the center of a metropolitan area of 3.2 
million persons, and is the capital of the 
Commonwealth of Massachusetts, which has over 6 
million residents. Boston is also the center of the 
nation’s 7 largest Consolidated Metropolitan 
Statistical Area, which stretches from York, Maine to 
Thompson, Connecticut and from Milton, New 
Hampshire to Dartmouth, Massachusetts, and con- 
tains 5.6 million people. 
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The population of Boston is young, in large part 
because of the high concentration of younger adults 
who come to the city to attend school or to work. 
Another characteristic of Boston's population is its 
racial and ethnic diversity; 59% of its residents are 
white and 41% are minority. 


EMPLOYMENT 


The number of people who work in Boston reached a 
record 665,401 in calendar year 1998, reflecting a 
substantial gain of 89,097 over the low reached in 
1992 and topping the previous all-time highs of 
643,615 jobs record in 1988 and 649,066 recorded in 
1997. The job gain between 1992-1998 more than 
made up for the 67,311 jobs lost from 1988 to 1992. 


The number of employed city residents increased 
from 286,143 to 286,336 between February 1998 and 
February 1999, a rise of 1.0%. Employment data 
from February 1999 for metropolitan Boston also 
show a 1% rise between February 1998 and 
February 1999. 


Employment gains in the 1992-1998 period were 
evident in the following industries: construction, retail 
trade, financial securities, health services, 
educational services, social/cultural/non-profit 
services, and professional and non-professional 
business services. The occupational distribution of 
Boston's workforce continues to shift from blue-collar 
positions to white-collar and services occupations. 


The city's economy, measured by employment, 
comprises 17% of the Massachusetts economy, and 
8% of the entire New England region. 


Boston's unemployment rate continues to decline. In 
February 1999, Boston's unemployment rate fell to 


Jobs in Boston 1988-1998 
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2.8%, a dramatic decrease from the recessionary 
peak of 9.5% reached nearly eight years ago in July 
1991, and a half a percentage point lower than the 
Massachusetts rate of 3.3%, and almost one-and-a- 
half points lower than the U.S. unemployment rate of 
4.7% in February 1999. The number of persons 
unemployed has fallen from 28,369 to 8,379 over the 
same period. 


COMMERCIAL MARKETS 


Boston continues to show substantial strength in the 
hotel, office, and retail market sectors. 


HOTEL MARKET. Boston's hotel market is one of 
the nation's best. After reaching a low of 65.4% in 
1991 the occupancy rate was back up to 78.4% in 
1996, well above the national city average of 73.1%: 
Boston's average daily room rate rose from $108.29 
to $145.91 per night over the same period. In 1997, 
the average annual occupancy rate rose to a record 
79.6% while the average room rates rose to $161.63. 


Despite the addition of nearly 838 hotel rooms in the 
last two years, the average annual room occupancy 
rate in 1998 dropped only slightly 78.6%, down only 
slightly from 1997. The average daily room rate, on 
the other hand, rose by 8.6% to $175.54. Since this 
was less than the 12.2% increase between 1996 and 
1997, it suggests that the addition of more hotel 
rooms is slowing the increase in price that threatens 
to put Boston hotel rooms beyond the budgets of 
some visitors. 


Boston’s hotel building boom is continuing. Seven 
new hotels and two expansions for a total of 2,063 
rooms are under construction. Another 5,940 rooms 
are at various stages in the development pipeline. 
The city has already exceeded two major goals for 
adding additional hotel rooms — Mayor Menino’s 
personal goal of creating 2,000 new hotel rooms by 
the year 2000, and the 4,800 new hotel room goal set 
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Average Daily Room and Occupancy 
Rate 1991-1998 
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in the legislation authorizing construction of the new 
Boston Convention and Exposition Center. 


OFFICE MARKET. At the end of the fourth quarter 
of 1998, Boston's overall downtown office vacancy 
rate as reported by the CB Richard Ellis Office 
Vacancy Index (the "CB Index") was 3.7%, third best 
among all 47 downtowns tracked, and second among 
the twenty largest office markets. Boston’s Class A 
vacancy rate was even better — 1.5% - the lowest of 
any major city in the country. Office rents have 
averaged in the $35 to $40 per square foot range 
since 1997 while prime space is now over $60. 
Average asking rents in the Back Bay and Financial 
District have risen 20% in the past year and asking 
rents in Class B office buildings have risen 13% over 
the first three quarters of 1998 to a record $30.26 per 
square foot. 


In 1997, the renovation of a major 600,000 square 
foot building added the first new space to the city in 
several years. In 1998, three more major 
renovations of office space added 314,000 square 
feet while some consolidation freed up at least 
another 600,000 square feet in three large buildings. 
Office development, after eight years of limited 
supply between 1990 and 1997, is now growing again 
because of the strong market. The BRA projects 
that the city will need an additional four million 
Square feet of Class A office space by 2002 and is 
poised to add at least that much. The Sears 
Landmark Center Building in the Fenway, the 
Lafayette Corporate Center, 10 St. James Ave., and 
the World Trade Center East are all under 
construction with 1.8 million square feet of new 
space scheduled for completion in 1999-2000. 


A new Prudential Center building at 111 Hunting 
Ave. recently broke ground, and groundbreakings are 
scheduled in the next few months for projects at 33 
Arch Street and 131 Dartmouth Street to provide 
Boston’s successful downtown office market with 


Office Vacancy Rates for the 20 
Largest Downtown Office Markets: 
End of 4th Quarter 1998 


Boston 

Manhattan, Midtown 
Minneapolis-St. Paul 
Cincinnati 


National Average [i 


Dallas 


room to grow. In addition, a combination of new 
construction and preservation in four buildings in 
Dudley Square, including the relocation of the 
Massachusetts Department of Public Health, are 
bringing office jobs to Boston’s neighborhoods. 


RETAIL MARKET. Boston's regional retail market 
comprises a five-county area with over $37.7 billion 
in retail sales in 1997. Retail sales, which grew very 
slowly in the 1989-1992 era, have rebounded through 
1997. Inthe city, retail sales are estimated annually 
at about $4.5 billion based on 1992 data projected to 
1997. (1998 data are not yet available.) Boston 
contains two of the top three shopping areas in the 
state: Downtown Crossing and Faneuil Hall 
Marketplace. Other major retail districts include 
Copley Place, the Prudential Center, and Boylston 
and Newbury Streets. 


Three major retail developments are in the planning 
or construction stages. The Sears Landmark 
Building in the Fenway is one of them. The other two 
are Millennium Place, a mixed use development, and 
the Lafayette Corporate Center, both on Washington 
Street in downtown Boston. They should help to 
revitalize a section of Boston’s “Main Street” that has 
resisted change for decades. In the neighborhoods, 
there are now 15 Main Streets business districts with 
intensive renewal projects that have created more 
than 200 new or expanded businesses and 1,200 
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Metro Boston Retail Sales, 1991-1998 


(in millions) 


jobs. In the last six years, nine new supermarkets 
have been built in neighborhoods throughout the city, 
while two have been renovated. A new supermarket 
is planned in the Grove Hall area of Roxbury, and 
groundbreaking is expected to take place in mid- 
1999. 


HOUSING MARKET. Both the housing sales volume 
and housing prices have shown strength over the last 
Six years following the end of the regional recession 
in 1992. Housing activity was very strong in the city 
in 1998, where there were 8,552 total residential and 
condominium sales, a gain of 6.0% from 1997. Non- 
condo residential sales totaled 4,186, up by 0.8% 
while condominium sales totaled 4,366, up by 11.6%. 
In Boston, the median sales price for a single family 
home in the 4" quarter of 1998 was $159,450, for a 
two family $175,000, for a three family $167,500, 
and for a condominium $159,000. Mortgage 
foreclosures in Boston were down 28% in 1998, 
dropping from 266 to 192. The median price for 
existing single family homes in Greater Boston in 
1998 was $212,600, a rise of 8.4% from 1997. 


The 1998 citywide median rent for a two-bedroom 
apartment was $1,350, a 64% increase from 1995. 
Rents have increased rapidly in every neighborhood 
of the city. The increases were generally above the 
rate of inflation and ranged from $18 to $700 per 
month between 1995 and 1998. Increases were 
greater in the neighborhoods closest to downtown 
Boston. Median monthly rents now range from $700 
to $1,900 in the neighborhoods and $2,200 
downtown. 


PRIVATE DEVELOPMENT 


During the last three decades, the public and private 
sectors have carried out a major expansion of capital 


Annual Residential and Condominium 
Sales in Boston: 1990-1998 


1991 | 
2 


| @ Total Residential Sales ™ Total Condominium Sales| 


construction and investment activities. These 
activities are expected to continue to expand 
throughout the remainder of the 1990s, although at a 
slower rate than that which characterized the 1980s. 


Current private development investment was 
estimated for fiscal 1998 to be over $1.73 billion of 
construction activity. Office construction is 
expanding with seven current projects totaling over 3 
million square feet under construction and 5 million 
Square feet more in the pipeline. The hotel sector is 
now experiencing continued growth with four projects 
just completed, nine projects under construction, and 
several others in the approval process. 
Development is also moving forward in the retail 
sector, with several large additions in the downtown, 
Back Bay, and Fenway areas, and a boom in 
neighborhood supermarket construction 
accompanying the many neighborhood retail district 
revitalization efforts under the Main Streets program. 


Housing activity is now focused on the development 
of market-rate rental housing, particularly in the 
prime areas near downtown and Back Bay. Mayor 
Menino has called for the production of 2000 units of 
housing for middle class buyers and renters in 1999. 
The medical and higher education _ institutional 
sectors are still undergoing significant upgrading of 
facilities in the 1990s as a result of increased 
enrollment and research funding. 
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But the greatest potential for new development lies in 
Boston’s Seaport district. In February, 1999, the 
Boston Redevelopment Authority presented a 
Seaport Public Realm Plan to guide future growth in 
that 1,000 acre section of the city. With the new 1.7 
million square foot Boston Convention and Exhibition 
Center serving as the focal point, the plan calls for 
creation of an additional 16-21 million square feet of 
development, including 6,000 new hotel rooms, up to 
8,000 units of housing (at least 10% of it affordable), 
and 44 acres of open space, including an extension 
of the city’s HarborWalk. 


In January 1999, the City of Boston was also 
designated an Empowerment Zone (EZ) community 
by the U.S. Department of Housing and Urban 
Development. The ten-year EZ designation brings 
with it $130 million in bonding authority and $100 
million in grants to finance economic development, 
job training, job creation, and home ownership 
programs in a 5.8 square mile area that includes part 
of downtown as well as parts of the neighborhoods of 
South Boston, Downtown, the South End, Roxbury, 
Jamaica Plain, and Mattapan. 


In total, new private development is expected to 
continue strong during the next several years, with 
the economic expansion stimulating demand, 
drawing down vacancy rates, and making new 
construction more desirable and financially feasible. 


LARGE PUBLIC SECTOR PROJECTS 


During the next few years, the Boston metropolitan 
area will continue to be the site of several major 
public sector projects which are expected to be 
funded by federal, state and private sources. The 
depression of the Central Artery (including the 
construction of the Ted Williams Tunnel under 
Boston Harbor which has already opened and other 
smaller transportation projects) is estimated to cost 
$10.84 billion including inflation and project changes. 
The project is expected to be finished in 2004. 


On November 17, 1997, the Massachusetts General 
Court authorized the joint development by the city, 
acting through the BRA, and the Massachusetts 
Convention Center Authority (MCCA) of a Boston 
Convention and Exhibition Center (BCEC) to be 
constructed on a 60-acre site on Summer Street in 
South Boston in the South Boston Seaport District. 
The 1.7 million square foot facility, which is expected 
to open for operations in FY2003, will include 
approximately 600,000 square feet of contiguous 


exhibition space, as well as ballrooms, meeting 
rooms, banquet and lecture halls. The BRA will be 
responsible for site acquisition and preparation as 
well as for demolition and environmental 
remediation. The BRA will subsequently convey the 
site to the MCCA for a nominal consideration. The 
BCEC will be designed, constructed and managed by 
the MCCA. The total cost of the convention center is 
projected at approximately $695 million. This 
includes the site acquisition and preparation costs of 
up to $157.8 million to be borne by the city, and 
construction costs of approximately $537.2 million to 
be borne by the Commonwealth. 


Work has begun by the BRA on site acquisition and 
preparation. Actual eminent domain taking of 
properties for site acquisition is scheduled to begin in 
March 1999. Preliminary work by the MCCA has 
commenced on the design and construction phases. 
The Massachusetts Water Resources Authority 
(MWRA) is also completing construction of one of 
the largest wastewater treatment facilities in the 
nation. The project is intended to bring wastewate> 
discharge in Boston Harbor in compliance with 
federal and state requirements and has already 
resulted in visible improvements to the water in the 
harbor. The project is expected to cost $3.8 billion. 
In addition to the treatment facility project, the 
MWRA is planning to spend $2.2 billion on other 
wastewater and water system improvements over the 
next ten years. The largest of these is the Metro 
Water Supply Tunnel Replacement Project. None of 
these improvements will be located in Boston, but 
should nevertheless provide major improvements in 
the system infrastructure that serves the city. 


The Massachusetts Port Authority (Massport) has 
developed a long-range capital program of 
approximately $2.9 billion for improvements at its 
facilities, most of which are located in Boston. A 
$1.0 billion major modernization project of Logan 
Airport is now underway. The project includes a new 
double-decked roadway system, a new 3,150 car 
parking garage, a new public transit terminal, 
improved walkways, major terminal renovations, a 
new 600-room hotel, and a new sign system. These 
improvements will create a more streamlined, 
efficient, and passenger-friendly airport. The 
remainder of the long-range capital program also 
includes non-Logan improvements and _ privately 
financed investment at all Massport facilities. 
Massport is currently proposing to build a new 
runway to relieve reported flight delays, although this 
proposal is meeting with considerable resistance 
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from abutting neighborhoods in Boston and 
surrounding communities. Along with the new 
runway, Massport is proposing increased use of 
regional airports in Worcester, Mass., Manchester, 
N.H., and Providence, R.1. 


The Boston Housing Authority (BHA) is currently 
undertaking major revitalization initiatives at two of 
its public housing developments: Mission Main, in the 
Mission Hill neighborhood of Boston, and Orchard 
Park, in Roxbury. The BHA received two "HOPE 6" 
grants from the Department of Housing and Urban 
Development, totaling $80 million, to implement a 
new approach to public housing financing, 
incorporating innovative partnerships with public 


and private entities which will leverage additional 
development funds. These initiatives are designed 
to revitalize not only the BHA sites, but the 
surrounding neighborhoods as well. 


All of these major infrastructure projects increase 
development investment, resident jobs and wages, 
and spin-off spending throughout the local economy. 
In addition, these large public projects, by providing 
new and improved’ housing, _ transportation, 
convention, and water treatment facilities, lay the 
groundwork for enlarged capacity, which will provide 
for more private sector development into the 21st 
century. 
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OVERVIEW OF BOSTON’S ECONOMY - 1998 


Boston is the economic hub of both the 
Commonwealth of Massachusetts and the New 
England region. It is a center for professional, 
business, financial, governmental, higher educational 
and medical services, as well as_ transportation, 
communications, export, cultural and entertainment 
activities. As a government center, the city is the state 
capital and is host to several federal offices. High 
technology, research and development, manufacturing 
and wholesale distribution also contribute to the 
economy of the city and its suburbs. 


Boston is the twentieth largest city in the United States 
according to the 1990 Census, with a population of 
574,283. It is also the center of the seventh largest 
Consolidated Metropolitan Statistical Area (“CMSA”) in 
the nation, consisting of the Boston Primary 
Metropolitan Statistical Area (“PMSA”) plus the 
contiguous PMSAs of Brockton, Fitchburg-Leominster, 
Lawrence, Lowell, Manchester (NH), Nashua (NH), 
New Bedford, Portsmouth-Rochester (NH-ME), and 
Worcester (MA-CT). The Boston CMSA had a 
population of 5.6 million in 1996, as reported by the 
U.S. Department of Commerce, Bureau of the Census 
(the “Bureau of the Census’). 


In 1996, the city had a population of 558,934, as 
reported by the Bureau of the Census, and had 
636,581 jobs, as reported by the U.S. Bureau of 
Economic Analysis from data of the Massachusetts 
Department of Employment and Training. The ratio of 
jobs to population indicates that the city provides a 
direct source of employment and income for an area 
which extends well beyond its borders. Measured in 
terms of jobs, the city’s economy comprises 
approximately 17 percent of the Massachusetts 
economy and 8 percent of that of the six New England 
states. 


In 1982, the city began a six-year period of growth 
during which its economy exceeded many measures 
of economic growth nationwide. Beginning in 1989 the 
city, along with the Boston metropolitan area and the 
New England region, experienced an economic 
decline which was followed in 1990 by a national 
economic downturn. Boston’s economy declined in 
the period from 1988 to 1992. 


Between 1992 and 1998 Boston’s economy has 
prospered. For example, Boston employment, which 


had declined by 67,311 jobs in the four years between 
1988 and 1992, has gained back all of the losses — 
and added 20,000 more. A total of 89,097 jobs were 
added in the 1992-1998 period according to data 
consistent with an employment series from the U.S. 
Bureau of Economic Analysis. Also, unemployment 
rates, which peaked during the first half of 1991 in the 
Commonwealth at 9.8%, in the Boston metropolitan 
area at 8.4%, and in the city at 9.5%, had all declined 
to levels between 2.6% and 3.3% percent in the 
Commonwealth, the Boston metropolitan area and the 
city by February 1999. Moreover, at the end of 1998, 
according to data from CB Richard Ellis, Boston had 
the lowest Class A office vacancy rate among the 20 
largest downtown markets in the nation. Finally, the 
total number of residential sales has improved 
markedly from 1992 through mid-1998, as described 
more fully in “Housing Stock, Housing Values, and 
Development” below. 


SOURCES OF STATISTICAL DATA 


Statistical data relating to population, employment and 
income are derived primarily from four separate 
sources: the U.S. Bureau of the Census, the U.S. 
Bureau of Labor Statistics, the U.S. Bureau of 
Economic Analysis (the “BEA’), and the city of 
Boston/Boston Redevelopment Authority (the “BRA’), 
each of which is described below. 


The U.S. Bureau of the Census publishes information 
about population, housing and the economy. Data 
from the 1990 Decennial Census of Population and 
Housing remains the most recent comprehensive 
demographic data for the city. In addition, some 
monthly and quarterly data are available through 
December 1998 on certain topics for the region, 
Massachusetts, and the Boston metropolitan area. 
The U.S. Bureau of the Census does not publish such 
interim data for the city. 


The U.S. Bureau of Labor Statistics publishes data 
and reports about the workforce and related subjects 
including unemployment rates, area wages, and cost- 
of-living adjustments. Final data for 1998 are the most 
recent annual data available; the most recent monthly 
data are for February 1999. 


The U.S. Bureau of Economic Analysis publishes 
quarterly and annual statistics on income and 
employment. The most recent annual figures for the 
nation, New England and Massachusetts are from the 
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September 1998 Regional Economic Information 
System (REIS) and from the May 1998 revised series 
for the metropolitan counties and Suffolk County, 
which consists of the city plus the municipalities of 
Revere, Chelsea and Winthrop. The most recent 
quarterly statistics are for the third quarter of 1998. 
The city comprises approximately 87% of Suffolk 
County’s population and approximately 96% of its 
employment. 


The City of Boston and the Boston Redevelopment 
Authority (“BRA”) prepare reports and compile data on 
the population and economy of the city and its 
neighborhoods. BRA also provides data and trends 
from various local, regional, state and national sources 
on such topics as employment and occupation, large 
employers, universities and colleges, medical 
institutions, tourism and lodging, transportation, office 
and industrial markets, housing, building activity and 
urban redevelopment and infrastructure projects. 


This report has used the most recent data readily 
available on the city’s economy. Some statistical data 
might not necessarily reflect current activity, however, 
because of delays resulting from the time required to 
collect, tabulate and publish such data. Additionally, 
statistical data are approximations and generalizations 
subject to various sources of error inherent in the 
statistical process, and may be revised on the basis of 
more complete data. Within such limits, the statistical 
data contained herein describe past activity and are 
not presented with a view to predicting future 
economic activity either in particular categories or in 
general. 


NEW ENGLAND, MASSACHUSETTS, AND 
METROPOLITAN BOSTON ECONOMIES 


New England comprises a six-state region which has a 
combined population of 13.38 million persons and 
nearly 8.38 million jobs, according to the latest 
available 1997 Bureau of Economic Analysis annual 
data. For most of the 1980s, the rate of growth in total 
personal income, per capita income and population for 
New England was higher than the national average. 
In the 1988-1992 period, this trend reversed as the 
New England economy experienced a_ regional 
recession. Total personal income in New England 
grew at an annual average compound rate of 5.1% 
from 1987 through 1997, just below the 5.8% national 
rate for the same period. In the most recent period for 
which data is available, from third quarter 1997 
through third quarter 1998, personal income in New 


England grew at a rate of 5.0%, the same as the 
national rate. Employment in New England, which 
grew by 1,404,603 jobs from 1982 through 1988 at a 
rate of 3.2% annually, declined by 455,210 jobs from 
1988 through 1992 and then rose by 737,125 jobs 
from 1992-1997. Thus, the net job gain between 1982 
and 1997 was 1,686,518 jobs, an annual average of 
1376. 


The Massachusetts economy, with 6.12 million people 
and 3.92 million jobs in 1997, has shown the same 
three cycles of growth, recession, and growth over the 
1982-1997 era. Total personal income grew at a 5.1% 
annual average rate from 1987 through 1997. From 
third quarter 1997 through third quarter 1998, it grew 
by 5.3%, which was better than the 5.0% national 
average. Massachusetts gained 622,312 jobs in the 
six-year period of 1982-1988, an average annual 
growth rate of 3.0%. It lost 260,215 jobs between 
1988 and 1992 as high-technology, defense and 
financial firms consolidated. From 1992-1997 job 
growth reemerged as 404,501 jobs were gained. The 
Commonwealth therefore had a net rise of 766,598 
jobs during the period from 1982 through 1997, an 
annual average of 1.5%. 


The five-county Boston metropolitan area (consisting 
of Essex, Middlesex, Norfolk, Plymouth and Suffolk 
counties), which had 3.83 million people and 2.62 
million jobs in 1996, has shown economic trends 
similar to those for the Commonwealth. Growth of 
427,573 jobs from 1982 through 1988 was offset by 
the loss of 193,671 jobs from 1988 through 1992. The 
most recent data show a gain of 282,069 jobs for the 
1992-1997 period. Table 1 shows the 1987, and 
1993-1997 trends: employment data for the city are 
set forth under “Employment Structure, Employment 
Trends and Occupational Changes” and _ its 
accompanying table. 


EMPLOYMENT STRUCTURE, EMPLOYMENT 
TRENDS, AND OCCUPATIONAL CHANGES 


Between 1988 and 1998, city employment continued 
to shift from traditional labor intensive manufacturing 
jobs to technology and service jobs, as shown in Table 
2, “City of Boston Employment, 1988-1998 Selected 
Years by Industry.” Over the past ten years, the city’s 
service industries, including transportation, 
communication, public utilities, finance, insurance and 
the full range of services, expanded their share of the 
city’s total employment from 63% in 1988 to 67% in 
1998, while the total employment in manufacturing and 
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Table 1. POPULATION, INCOME AND EMPLOYMENT, 1987, AND 1993-1997 
1987 


United States 
Total Personal Income ($000) 


$3,863,177,000 


1993 


$5,469,485,000 


Per Capita Income ($) $15,945 $21,220 

Population 242,288,8936 Zot toe mOz 

Employment 130,371,400 142,005,500 
New England 


Total Personal Income ($000) 


$247,048,403 


$328,914,423 


Per Capita Income ($) $19,075 $24,896 

Population 12,951,233 13,211,485 

Employment 7,826,099 7,767,021 
Massachusetts 


Total Personal Income ($000) 


$116,328,477 


$152,203,827 


Per Capita Income ($) $19,600 $25,335 
Population 5,935,205 6,007,539 
Employment 3,659,886 3,586,513 
Metropolitan Boston (1) 
Total Personal Income ($000) $79,572,688 $105,783,112 
Per Capita Income ($) $21,073 $28,022 
Population 3,776,068 3,775,044 
Employment 2,528,160 2,453,240 


$343,175,136 


$364,234 ,897 


$384,165,164 


1994 1995 1996 1997 
$5,741,050,000 $6,060,138,000 $6,408,990,000 $6,770,709,000 
$22,056 $23,063 $24,169 $25,298 
260,292,437 262,760,639 265,179,411 267,636,061 
146,650,300 149,362,500 152,657,000 156,400,400 


$407,239,671 


$25,918 $27,426 $28,828 $30,440 
13,241,007 13,280,586 13,326,211 13,378,545 
7,872,874 8,032,993 8,188,545 8,377,360 
$159,316,971 $170,141,082 $179,875,985 $190,907 ,665 
$26,426 $28,073 $29,559 $31,207 
6,028,835 6,060,566 6,085,395 6,117,520 
3,660,234 3,747,670 3,825,405 3,921,971 
$110,590,199 $119,163,851 $125,842,482 NA 
$29,195 $31,239 $32,833 NA 
3,788,017 3,814,573 3,832,752 NA 
2,503,811 2,567,700 2,618,147 2,690,330(2) 


(1) This metropolitan area only includes five counties in Massachusetts (Essex, Middlesex, Norfolk, Plymouth and Suffolk) but excludes the one county in New 
Hampshire (Hillsborough) which together comprise the NECMA (New England Counties Metropolitan Area). 

(2) 1997 metropolitan employment is based on U.S. Bureau of Labor Statistics, 790 employment series trends for 1996-1997 applied to BEA data for 1997. 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, May 1998, Regional Economic Information System for U.S., New England, and Massa- 
chusetts. Metropolitan Boston data for 1987 and 1993-1996 from BEA May 1998 revised series, and for 1997 employment see footnote (2) above. 


trade declined from 5% to 4% and from 13% to 12%, 
respectively. 


The economy of the Boston metropolitan area 
primarily rests on high technology, finance, 
professional and business services, defense, and 
educational and medical institutions. |The city’s 
economy is more specialized in the financial, 
governmental, business and professional services and 
educational and medical sectors than the suburban 
economy, which is more specialized in high 
technology and the defense industry. As used in this 
section, “professional services” includes business and 
professional services such as data _ processing, 
bookkeeping, new syndicates, law, accounting, 
engineering, advertising, and architecture. “Non- 
professional business services” includes building 
maintenance, security and duplicating services, etc. 


Table 2 shows Boston’s employment growth by 
industry category over the ten year period 1988-1998. 
Significant gains by industry are noted in the financial 
securities, health, educational, cultural, social/non- 
profit, and professional services sectors while sizable 
losses are evident in manufacturing, wholesale trade, 
banking, insurance, and government. 


The Boston metropolitan area comprises about two- 
thirds of the Massachusetts state economy, which is 
interrelated with the economies of the other New 


England states. Consequently, the city’s job changes 
over the last three cycles of growth (1982-1988), 
recession (1988-1992), and growth (1992-1997) must 
be viewed in a regional context. Table 3 charts 
employment changes over the three regional business 
cycles. It clearly shows how severe the effect of the 
1988-1992 recession had been on the regional 
economy, but also shows how strong the economic 
recovery has been since 1992. The growth of 79,005 
jobs from 1982 through 1988, the period of rapid 
growth, was offset by the loss of 67,311 jobs from 
1988 through 1992, the recessionary period. Between 
1992 and 1997, 84,456 jobs were added. Preliminary 
data show 15,506 jobs added in 1998, which would 
bring the total number of jobs added in Boston since 
1982 to 100,791. While Metropolitan Boston, 
Massachusetts, and New England have all 
experienced net job growth over the fifteen year 
period, job growth in the City of Boston has grown ata 
faster rate in recent years. 


As of 1990, 67% of city residents were white-collar 
workers, 17% were service workers, and 16% were 
blue collar workers, aS compared to 60% white-collar 
workers, 18% service workers and 22% blue-collar 
workers in 1980. As Table 4 shows, this trend among 
city residents away from blue-collar occupations and 
toward white-collar and service occupations has 
continued since 1960. 
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Table 2. CITY OF BOSTON EMPLOYMENT, 1987, AND 1993-1997 SELECTED YEARS BY INDUSTRY 


Industry 1988 
Fishing/Mining/Agriculture IoSi 
Construction 16,519 
Manufacturing 34,919 


Transportation/Commercial/Utilities 37,820 
Wholesale Trade 23,282 
Retail Trade 62,714 
Finance/Insurance/Real Estate 104,324 
Banking 30,144 
Securities 21,240 
Insurance 33,871 
Real Estate and Other 19,069 
Services 265,558 
Hotel 2552 
Health 76,057 
Educational 30,934 
Cultural 9,592 
Social and Non-profit 23,158 
Professional 63,063 
Non-Professional Business 37-335 
Personal and Repair 12,868 
Government 97,093 
Total 643,615 
Source: 


1994 1995 1996 1997 
1,453 1,265 1,317 1,390 
12,602 13,461 eiSils! 14,003 
29,584 29,122 29,235 28,609 
36,515 36,378 36,152 36,785 
15,516 16,404 16,350 16,253 
60,371 61,319 62,584 62,769 
92,820 94,319 96,973 101,066 
22,860 23,493 20,345 21,450 
30,594 32,024 38 666 42,092 
26,412 25,484 24,010 Zo516 
12,955 S347 13,952 14,146 
278,900 286,012 292,454 300,320 
12,180 11,891 11,724 11,706 
92,024 92,131 94,548 95,726 
31,190 33,166 35 270 32,616 
9,657 9,333 9,967 10,497 
23,688 24,374 24,224 25,021 
62,285 65,926 67,158 70,592 
36,927 37,586 39,794 41,846 
10,949 11,605 11,769 125315 
87,135 88,720 86,742 87,873 
614,895 626,999 635,120 649 066 


1998 
1,388 
16,546 
29,686 
36,398 
16,714 
64,361 
104,961 
22,639 
46,041 
21,920 
14,361 
305,910 
11,756 
97,003 
32,912 
10,789 
25,219 
74,254 
41,212 
12,765 
89 437 
665,401 


1987-1996 figures are mathematically derived from U.S. Bureau of Economic Analysis Series for Suffolk County (“BEA Regional Economic Informa- _ 


tion System, 1969-1996, May 1998”) pro-rated to Boston geography. 1997 data are based on Massachusetts Division of Employment and Training 
ES-202 series (this series represents payroll jobs covered by the unemployment security system). These Boston employment data are used to derive 
an equivalent 1997 BEA series (for all jobs, full and part-time). Due to use of pro-rating factors, minor discrepancies of 1 to 3 units between totals and 
employment categories may result. Total employment for 1998 is based on three quarters of ES-202 data annualized to a full year and then 


transformed to the BEA equivalent series. 


UNEMPLOYMENT 


Unemployment in the city increased on an annual 
basis from a low of 3.2 % in 1987 to a high of 8.4% in 
1991. The city’s average annual unemployment rate 
remained below the national rate through 1989, 
equaled the national rate in 1990, and exceeded the 
national rate in 1991 and 1992. Unemployment rates 
for Boston, Greater Boston, Massachusetts and the 
New England region generally exceeded the national 
average in the 1990-1992 recessionary period for the 


first time in more than a decade. Since 1993 though, 
these regional rates have once again gone below the 
national rate. February 1999 data show that the city’s 
unemployment rate of 2.8% was lower than the 
Massachusetts rate of 3.3% and much lower than the 
national rate of 4.7%. As Table 5 illustrates, 1998 
monthly unemployment data show a_= general 
improvement over results from 1997 and 1996. As of 
February 1999, 8,379 Boston residents were 
unemployed. The 1990 Census data for Boston, 
which differ from the Bureau of Labor Statistics rates 


Table 3. JOB CHANGE IN THE NEW ENGLAND REGION, 1982-1997 . 


1982-1988 
Total Percentage Total 
Area Change Change Change 
New England 1,404,603 21.0 (455,210) 
Massachusetts 6225302 19.7 (260,215) 
Metro Boston”) 427,573 19.7 (193,671) 
Boston 79,0050 14.0 (67,311) 


1988-1992 
Percentage 


Change 


(10.5) 


1992-1997 1982-1997 
Total Percentage Total Percentage 
Change Change Change Change 
(5.6) 737,125 9.7 1,686,518 PAS) fe 
(6.9) 404,501 tS) 766,598 24.3 
(7.4) 282,069 TAZ. 515,971 23:1 
73,5912 12.8 85,285 14.0 


(1) | This metropolitan area includes the following five Massachusetts counties: Essex, Middlesex, Norfolk, Plymouth and Suffolk. 

Source: U.S. Bureau of Economic Analysis (BEA) for New England and Massachusetts from September 1998 revised series. Metropolitan Boston 1982-1996 from 
REIS, May 1998 series. Metro employment for 1997 derived from the percentage change of Bureau of Labor Statistics (“BLS”) “790 Series” for Non-Agricultural 
Employment, 1997, applied to 1996 BEA series. Boston date derived from BEA Suffolk County series, 1982-1996 and estimated for 1997 using Division of 
Employment and Training (DET) employment data as described under “City of Boston Employment by Industry, 1988-1998”. 
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Table 4. OCCUPATIONAL CHANGE IN THE CITY'S RESIDENT LABOR FORCE 


1960 1970 1980 1990 

Number % Number % Number % Number % 

White Collar 126,471 44 146,657 Lai5) 154,456 60 191,251 67 
Professional & Technical 33,476 NZ 44,894 17 51,979 20 65,251 23 
Managerial 15,604 5 15,035 6 25,238 10 41,955 Ws 
Clerical & Administrative 58,990 724| 7ALGoS 27 58,451 23 56,950 20 
Sales 18,401 6 WSO 6 18,788 i 27,095 9 
Blue Collar 96,576 34 75,160 28 54,452 22 47,498 16 
Craftsmen 32,398 11 PA WOME 10 19,772 8 18,453 6 
Operatives SZ ao 18 36,695 14 24,825 10 19,971 7 
Laborers & Farm 12,003 4 11,308 4 9,855 4 9,074 3 
Service 38,034 13 44,688 Nts 47,109 18 49,955 if 
Not Reported PATE NAS 9 - - - - - - 
TOTAL 288,196 100 266,505 100 256,017 100 288,704 100 

Source: U.S. Department of Commerce, Bureau of the Census for 1960, 1970, 1980 and 1990. Percentages may not add due to rounding 


shown below due to sample size, showed that when 
Boston’s total unemployment rate was 8.3%, the rate 
for whites was 6.4%, the rate for all minority groups 
combined was 12.6%, and the rate for all youth aged 
16-19 years was 18.9%. This pattern is typical of 
many of the nation’s urban centers. 


LARGEST EMPLOYERS 


Table 6 lists the forty-four largest private employers in 
Boston, the total list of organizations with more than 
1,000 employees, which had an aggregate of 
approximately 134,000 employees in 1997, or about 
21% of the city’s private sector employment. The 
majority of these firms are in financial services, health 
care, and education. 


On September 29, 1998 the Gillette Company, its 
world headquarters in Boston, announced that it would 
layoff 4,700 employees, 11% of its workforce, 
worldwide. Gillette stated that cuts would be made 
worldwide and did not specify the number of positions, 
if any, that would be eliminated at its facilities in 
Boston or the metropolitan area. 


In addition, the public sector has large numbers of 
employees in the city. According to the Bureau of 


Economic Analysis, there were 87,873 government — 
workers in the city in 1997, a reduction of 6,815 from 
1987. Certain state government offices, federal 
regional offices, U.S. Postal Service facilities, state- 
chartered authorities and commissions, such as 
Massport and the MBTA, and the city’s local 
government are all located within the city. 


LABOR FORCE AND EDUCATION 


According to U.S. Department of Commerce, Bureau 
of the Census, the city’s resident labor force declined 
during the 1970s but increased during the 1980s. In 
contrast to the 12% decline in population between 
1970 and 1980, the city’s labor force (those residents 
aged 16 and over, available to work) declined by only 
4%. The difference in these rates of decline was 
attributable to the fact that the decline in population 
was concentrated in the under-16 age group. Since 
1980, both the increasing population and its increasing 
age have combined with the rising labor force 
participation of women, minorities, youth and the 
elderly to produce a larger labor force. By 1990, the 
city’s population had increased by 2% over 1980 
levels, while the city’s labor force increased by 12.8% 
in the same period, according to data from the U.S. 
Bureau of the Census. 


Table 5. ANNUAL UNEMPLOYMENT RATES 


1990 1991 1992 1993 
City 5.6% 8.4% 8.0% 6.6% 
Boston PMSA“ 5.3% 7.8% 7.5% 6.0% 
Massachusetts 6.0% 9.1% 8.6% 6.9% 
New England 5.7% 8.0% 8.1% 6.8% 
United States 5.6% 6.8% 7.5% 6.9% 


1994 1995 1996 1997 1998 
5.8% 5 .A% 4.4% 4.3% 3.3% 
5.2% 4.7% 3.7% 3.5% 2.8% 
6.0% 5.4% 4.3% 3.9% 3.3% 
5.9% 5.4% 4.8% 4.4% 3.6% 
6.1% 5.6% 5.4% 4.9% 4.5% 


a te a ee a a ee 
(1) Primary Metropolitan Statistical Area, consisting of the City and 129 contiguous municipalities, with a population of approximately 3.2 million in 1990 according 


to U.S. Census data. 
Sources: 
City of Boston PMSA. 
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U.S. Bureau of Labor Statistics for United States, New England and Massachusetts and Massachusetts Division of Employment and Training for the 
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Table 6. LARGEST PRIVATE EMPLOYERS IN 
BOSTON, 1996-1997 


American Airlines 


Fleet Bank of Massachusetts 


Au Bon Pain Gillette Company 
Bank Boston Harvard/Pilgrim Health 
Bell Atlantic John Hancock Mutual Life 


Beth Israel/Deaconess Hospital 
Blue Cross/Blue Shield 

Boston Edison 

The Boston Globe 

Boston Medical Center 

Boston University 

Brigham and Women’s Hospital 
Carney Hospital 

Children’s Hospital 

Coopers and Lybrand L.L.P. 
Dana Farber Cancer Institute 
Delta Airlines 

Faulkner (Hospital) Corp. 
Federal Reserve Bank (Boston) 
Fidelity Investments 


Liberty Mutual 

Liberty Financial Cos. Inc. 
Marriott International 

Mass. Eye and Ear Infirmary 
Mass. General Hospital 

New England Life 

New England Medical Center 
Northeastern University 
Putnam Investments 

St. Elizabeth Medical Center 
Star Market 

State Street Bank and Trust Co. 
Stone and Webster 

Stop and Shop 

Teradyne, Inc. 


Filene’s Thompson Financial Services 
First Security Services Corp. 


US Airways 
Visiting Nurses Assoc. (Boston) 
Source: Survey by BRA/EDIC, conducted in 1996-1997. 


General improvement in educational attainment of 
residents aged 25 and over continued throughout the 
1970-1990 period. (See Table 7.) The percentage of 
this population that had completed four or more years 
of college almost tripled during this period from 10.4% 
to 30%. This change, in part, reflected the trend for an 
increasing percentage of graduates of the city school 
system to seek higher education. This percentage 
increased from 25% in 1960 to 36% in 1970, 44% in 
1977, 54% in 1982 and 66% in 1990, and declined 
slightly to 60.6% in 1997, based upon Boston School 
Department figures. Improving educational attainment 
levels and shifting occupational patterns suggest a 
concurrent transformation of the city’s work force as 
the city’s economy has moved to a service-dominated 
base. 


The city supports entry-level and advanced job training 
programs, including the following: English-as-a- 


Second Language training, pre-vocational and 
vocational training, adult literacy training, and support 
counseling. In addition, linkage contributions paid into 
the Neighborhood Jobs Trust provide a supplemental 
source of funding for job training programs. For a full 
discussion of the city’s housing and jobs linkage 
program see “The Linkage Program’. 


INCOME, WAGES, AND COST OF LIVING 


Per capita personal income for Suffolk County was 
$32,150 in 1996, 33% above the national per capita 
personal income of $24,169, according to the U.S. 
Bureau of Economic Analysis. An historical summary 
of per capita income shows that from 1980 to 1990 
Suffolk County’s per capita income grew at a rate 
greater than that for the nation, in contrast to the 1970- 
1980 period when it rose at a slower rate. Between 
1990 and 1996, Suffolk County’s per capita income 
grew at a faster rate than the per capita income growth 
rates for the United States, New England, and 
Massachusetts and just barely below the rate of 
growth for Metropolitan Boston (as defined in Table 8). 
Based on U.S. Census data, the city’s median 
household income (in current year dollars), rose from 
$7,835 in 1970, to $12,530 in 1980 and $29,180 in 
1990. Median household income in 1995 for Suffolk 
County (of which Boston is 87% of population) was 
estimated at $32,836 in current dollars. The figures in 
this paragraph and Table 8 reflect earned income of 
persons residing in the named areas plus rents, 
interest and other unearned income and _ transfer 
payments from governmental entities. As such, these 
figures take into account certain income sources not 
included in the survey of average annual wages in the 
following paragraph, which reflects earned income of 
persons who work (but do not necessarily reside) in 
the named areas. 


The December 1998 report from the U.S. Bureau of 


Table 7. YEARS OF SCHOOL COMPLETED FOR BOSTON RESIDENTS AGE 25 AND OVER, 1970-1990 


1970 

Persons Percent 

0-8 years 91,582 26.1% 
1-3 years of high school Haleont 20.4 
High school graduate 120,350 34.3 
1-3 years of college 30,876 8.8 
4 or more years of college 36,245 10.4 

Total 350,564 100.0% 


Source: U.S. Department of Commerce, Bureau of the Census: 1970,1980 and 1990. 


1980 1990 
Persons Percent Persons Percent 
54,932 16.6% 37,824 10.3% 
49 407 14.9 51,051 14.0 
TiS Ou 35.0 97,233 26.6 
43,451 NeiZ 69,889 19.1 
67,073 20.3 109,711 30.0 
330,650 100.0% 365,708 100.0% 
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Economic Analysis indicates that average annual 
earnings per job for 1997, by place of work, have been 
consistently higher over time in Suffolk County than in 
the Boston metropolitan area and the Commonwealth. 
Except for manufacturing and wholesale trade, wages 
in Suffolk County were higher for all major industry 
types. For all industries combined, Suffolk County’s 
average earnings per job ($43,520) was 22% greater 
than that in the Boston metropolitan area ($33,555) 
and 25% greater than the average state earnings level 
($34,872). The average annual earnings per job 
reflects income earned by an individual from work in a 
particular industry or in all industries combined. 


During the ten years 1987-1997, based on the US. 
Bureau of Labor Statistics Consumer Price Index, the 
cost of living index rose at an annual average rate of 
3.7% in the Boston metropolitan area while the 
national index increased at a 3.3% annual rate. From 
January 1998 to January 1999, the cost of living in the 
Boston metropolitan area rose 1.69%, compared to a 
1.61% rate for the nation. 


POPULATION 


The U.S. Bureau of the Census reported the city’s 
population as 574,283 in 1990, a 2% increase over 
1980 and the first increase since 1950 (Table 9). The 
number of households in the city increased from 


217,622 in 1970, to 218,457 in 1980, and to 228,464 in 
1990, while household size fell from 2.8 to 2.4 persons 
per household from 1970 to 1990. The U.S. Bureau 
of the Census population estimate for Massachusetts 
on July 1997 was 6,117,520, or an increase of 
101,095 persons (1.7%) from the 1990 census. The 
most recent local Census Bureau population estimate 
for Boston is as of July 1996, which showed a decline 
of 2.8% since April 1990, from 574,283 to 558,394. 
The Massachusetts Institute for Social and Economic 
Research (MISER) believes that the U.S. Bureau of 
the Census estimate for July 1996 understates the 
city’s current population, and has asked them to 
review the methodology employed to produce the 
estimate. 


MEDICAL AND HIGHER EDUCATIONAL 
INSTITUTIONS 


The city’s medical and educational institutions are an 
important component of its economy, providing 
employment opportunities for residents of the city and 
the Boston metropolitan area. Expenditures by the 
institutions’ patients, students and visitors are 
important to the city’s trade and service sectors. 


Twenty-five inpatient hospitals are located within the 
city, including Massachusetts General Hospital, 
Brigham and Women’s Hospital, Beth 


Table 8. PER CAPITA PERSONAL INCOME COMPARISON, 1970, 1980, AND 1987-1997 


United States New England 
1970 $4,077 $4,470 
1980 10,062 10,705 
1987 15,945 19,075 
1988 17,038 20,810 
1989 18,153 2203 
1990 19,156 22,742 
1991 19,624 23,076 
1992 20,546 24,142 
1993 2aneZo 24,896 
1994 22,056 25,918 
1995 23,063 27,426 
1996 24,169 28,828 
1997 25,298 30,440 


Massachusetts Metro Boston") Suffolk County?) 
$4,547 $4,571 $4,728 
10,780 10,888 10,624 
19,600 19,992 18,765 
21,417 21.033 21,020 
22,634 22,966 23208 
23°20 23,561 25,017 
23,593 24,033 25,549 
24,541 25,070 26,862 
25,335 25,954 _ 27,989 
26,426 27,095 29,231 
28,073 28,925 S022 
29,559 30,366 32,150 
SEZO NA NA 


ee EEE EEE —————————————————————— 
(1) Metropolitan Boston denotes the New England County Metropolitan Area (NECMA), which is larger than the Primary Metropolitan Statistical Area (PMSA). The 
NECMA consists of five Massachusetts Counties and Hillsborough County in New Hampshire. 


(2) Boston constitutes approximately 87% of Suffolk County’s population. 


Source: U.S. Department of Commerce, Bureau of Economic Analysis, May 1998, Regional Economic Information System for Metro Boston and Suffolk County and 


September revised series for the U.S., Massachusetts and New England. 
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Table 9. POPULATION OF MASSACHUSETTS, METROPOLITAN BOSTON, AND THE CITY OF BOSTON 


1970, 1980, 1990 AND 1996 


1970 1980 1990 1996 
Massachusetts 5,689,170 5,737,037 6,016,425 6,085,395 
Metropolitan Boston® 2,899,101 3,149,000 3,227,707 3,263,060 
City of Boston 641,071 562,994 574,283 558 394 


1970-80 1980-90 1990-96 
Population Percent Population Percent Population Percent 
Change Change Change Change Change Change 
47,867 0.8% 279,388 4.9% 68,970 1.1% 
- =i) 78,707 Pike 15) SI a 
(78,077) (12.2) 11,289 20) (15,889) (2.8) 


(1) 1996 population numbers are estimates rather than counts. The 1997 estimate for Massachusetts is 6,117,520. 


(2) Boston PMSA 


(3) | Because of a metropolitan area boundary change from Standard Metropolitan Statistical Area (“SMSA”) to PMSA, the 1970-1980 change is not meaningful. 


Source: U.S. Department of Commerce, Bureau of the Census. 


Israel/Deaconess Hospital, Children’s Hospital, New 
England Deaconess Hospital, the New England 
Medical Center and Boston Medical Center. The city 
is also the home of the medical and dental schools of 
Harvard, Tufts and Boston Universities, and of twenty- 
five public neighborhood health clinics, not including 
health maintenance organizations and membership 
clinics. 


In 1998, there were an estimated 97,239 persons 
employed in health services in the city, based on a 
series consistent with U.S. Bureau of Economic 
Analysis data. Health services represent over 1 out of 
every 7 jobs within the city. Growth in the health 
services sector has been stable, despite varying 
economic conditions. Data from the U.S. Bureau of 
the Census, County Business Patterns, showed that 
the number of hospital employees in Suffolk County 
between 1986 and 1996 grew from 44,902 to 56,177. 


According to the BRA, the city’s hospital and medical 
school community invested close to $1 billion in new 
facilities from 1984 to 1996, and from 1997 through 
1999 was expected to spend an additional $70 million 
on upgrading clinical facilities. Large new projects 
were completed over the 1984-1996 period at the 
following city hospitals: Massachusetts General 
Hospital, Beth Israel/Deaconess Hospital, New 
England Deaconess Hospital, Brigham and Women’s 
Hospital, Boston Medical Center, St. Elizabeth’s and 
New England Medical Center. Just completed in 
1996-1997 were several hospital projects including a 
Dana Farber research building and a Beth Israel 
ambulatory care facility. Now under construction are 
the major reconstruction of the Shriners Burns 
Institute and the Franciscan Hospital gymnasium. 


Since 1993, in response to pressure from a variety of 
sources to hold down health care costs, several 
Boston hospitals including Boston Medical Center, 
Brigham and Women’s Hospital, Carney Hospital, 
Franciscan Hospital, and Massachusetts General 


Hospital announced plans to reduce the size of their 
workforce. In addition, Massachusetts General 
Hospital decided to scale back its construction 
program. Also, as evidenced nationwide over the past 
five years, there have been major hospital and health 
care mergers, acquisitions, and affiliations in the 
Boston area. 


Based on data from the National Institutes of Health 
for fiscal 1997, the city is the nation’s largest center for 
health research, topping New York city for the third 
consecutive year. For fiscal 1997, the medical 
research institutions within Boston received $760 
million in National Institutes of Health awards. This 
was a 7.8% increase (after adjusting for inflation) from 
fiscal year 1996. According to the National Institute of 
Health Division of Research Grants, six of the seven 
independent hospitals in the nation which received the 
most National Institutes of Health research funding in 
1997 are located in the city. In addition to public 
monies for medical research the Boston institutions 
also have private funding sources through agreements 
with such companies as Sandoz Pharmaceutical Ltd. 
and Shiseido to name only two. 


Boston is one of the nation’s largest centers of medical 
research activities and biotechnology industries. 
According to the BRA, in 1990 the city’s medical 
research institutions occupied nearly 4 million square 
feet of research space and there is demand for 
additional space. In Massachusetts, one of the 
leading biotechnology centers in the United States, 
there were over 215 companies engaged in research 
and development and manufacturing of biotechnology 
products as well as scientific, equipment, supplies and 
support services to the industry in 1998, according to 
the Massachusetts Biotechnology Council. The Ernst 
& Young 12” annual biotechnology industry report, 
“New Directions, 1998,” showed the New England 
Region as the nation’s second largest center for 
biotechnology by number of publicly-traded companies 
(54), total assets ($4.6 billion), and R&D spending 
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($976 million), as well as the nation’s third largest 
center as ranked by employees (12,426), product 
sales ($1.2 billion), and total revenues ($1.8 billion). 


As of 1996, the New England Board of Higher 
Education reported 73 colleges and universities in the 
Boston metropolitan area (PMSA), at = which 
approximately 260,000 students were enrolled. The 
city’s 34 universities, colleges and community colleges 
had a combined enrollment in fall 1996 of 
approximately 134,774, a 8.4% gain from fall of 1991. 
These numbers include some graduate schools of 
Harvard and Tufts Universities, whose _ principal 
Campuses are in Cambridge and Medford, 
respectively, which had 5,104 students in the city in 
1996. Based on total graduate and undergraduate 


enrollment, Boston University is the largest university — 


in Boston, with 30,035 students in the fall 1996. 


Educational institutions are a source of new highly 
skilled professionals for the city’s labor force. For 
example, according to the Massachusetts Institute of 
Technology, although only 10% of its enrollees over 
the decade of the 1980s were from the Boston area, 
24% remained in the area after graduation. 


From 1991 through 1997, large projects at educational 
institutions in the city accounted for approximately 
$300 million of investment, according to the BRA. 
These included new construction at Boston University, 
Northeastern University, Tufts University, Boston 
College, the Massachusetts College of Pharmacy and 
Harvard University as well as major renovations by 
Emerson College and Suffolk University. Recently 
completed projects include: the Boston University 
School of Management and the Photonics Center; 
Emerson College dormitory and administration space 
in renovated buildings, Suffolk University dormitory 
space; and, at Northeastern University, the Marino 
Recreation Center and a new Engineering and 
Science building. Currently under construction is the 
new $65 million Suffolk University Law School on 
_Tremont Street in downtown Boston, and in the 
planning stages for 1999 is a $40 million Biomedical 
Research Building and Nutrition Center of Tufts 
University. 


Several other universities are planning residential 
projects: these include dormitory space for Boston 
University students at the Armory site, a large 
dormitory at Northeastern University, and smaller 
dormitories at Massachusetts College of Art and 
Wentworth Institute. A larger project is in the works at 
the Business School campus of Harvard University 


where a five-year expansion and retrofit program 
comprises executive student housing (now underway), 
a new student center, and further academic and 
residential facilities. 


TOURISM 


According to the Greater Boston Convention and 
Visitors Bureau (“CVB”), an estimated 11.5 million 
people visited the Boston metropolitan area in 1998, 
up 11.7% from the 10.3 million visitors in 1995. These 
data represent visitors, measured as tourists, business 
travelers and convention and meeting delegates who 
traveled at least 100 miles to get to the city. The latest 
data on the economic impact of tourism from the 
Massachusetts Office of Travel and Tourism shows 
that, for the five county region of greater Boston, 
visitors spent an estimated $7.1 billion for hotel 
accommodations, meals, entertainment, shopping, 
transportation and other services during 1998. 


In recent years several large tourist events have taken 
place in Boston. In July 1992, Sail Boston, the tall 
ships flotilla, drew an estimated 6 million attendees, 
including visitors (as defined above) and _ local 
residents who directly spent an estimated $315 million 
in restaurants, shops, and hotels with a total estimated 
economic impact of $500 million. During the summer 
of 1994, greater Boston was a regional host of the 
World Cup soccer championship. In April 1996, the 
100th anniversary of the Boston Marathon was held 
which attracted a record field of 38,708 runners and an 
estimated 750,000 spectators along the route, with 
150,000 of them at the Copley Square finishing line. 
In August 1998 the 200th Anniversary of the 
refurbished frigate USS Constitution, “Old lronsides,” 
was celebrated with a gala three-day event with other 
tall ships from around the world in attendance. Also in 
1998, the “Monet in the 20" Century” exhibit at the 
Museum of Fine Arts, the only showing in the United 
States, topped all museum exhibits in the United 
States with almost 566,000 visitors. 


Every year there are a wide variety of special events 
in Boston including food, cultural, and musical events, 
ethnic celebrations, harbor, seaport and river festivals, 
parades, and collegiate and professional sporting 
contests which attract many visitors. In 1997 there 
were an estimated 75 such events in addition to the 
regular schedules of the three major professional 
sports teams - the Boston Bruins hockey team, the 
Boston Celtics basketball team, and Boston Red Sox 
baseball team. In 1999, two additional major sporting 
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events are scheduled, golfs Ryder Cup and Major 
League Baseball’s All-Star Game. 


Boston is an attractive destination for conventions, 
meetings, and gate shows. Currently Boston has 
three small and medium convention sites: the John B. 
Hynes Veterans Memorial Convention Center, the 
World Trade Center and the Bayside Exposition 
Center. Together, these facilities have a combined full 
Capacity of over one million people per year. In 
addition, as more fully described below, the 
Massachusetts legislature has authorized the 
development of a new 1.7 million square foot 
convention and exhibition center in Boston which will 
provide facilities suitable for large national 
conventions. In 1998 there were 300 events— 
meetings, conventions, and expositions—over the 
course of the year in greater Boston, ranging in size 
from regional meetings with 500 guests to international 
conventions of 17,000 visitors. Also in 1998 there 
were: 40 expositions; 64 college commencements 
which took place in a six week period in May and 
June; and 19 national associations which held their 
annual meetings in Boston. Also in 1998 there were 
22 “city-wide conventions’; these are defined as 
events that would each use over 2,000 hotel rooms on 
the peak night. Projections for 1998 are for 20 city- 
wide conventions. 


The city provides a venue for concerts, ice shows, 
circuses, plays, and other entertainment and sports 
events. The city is home to three major league sports 
franchises: the Boston Red Sox baseball team, the 
Boston Bruins hockey team and the Boston Celtics 
basketball team. A new privately financed, multi- 
purpose arena in Boston’s North Station District 
constructed by the New Boston Garden Corporation, a 
subsidiary of Delaware North, owner of the existing 
Boston Garden/North Station, opened on September 
3091995: 


On November 17, 1997, the Massachusetts General 
Court authorized the joint development by the city, 
acting through the BRA, and the Massachusetts 
Convention Center Authority (MCCA) of a Boston 
Convention and Exhibition Center (BCEC) to be 
constructed on a 60-acre site on Summer Street in 
South Boston in the South Boston Seaport District. 
The 1.7 million square foot facility, which is expected 
to open for operations in fiscal year 2004, will include 
approximately 600,000 square feet of contiguous 
exhibition space as well as ballrooms, meeting rooms, 
banquet and lecture halls, underground parking, 
outdoor loading docks, and support space. The 


Boston Redevelopment Authority will be responsible 
for site acquisition and preparation as well as for 
demolition and environmental remediation. After 
conveyance to the MCCA for a nominal consideration, 
the BCEC will be designed, constructed, and managed 
when complete by the MCCA. The total cost of the 
convention center is projected at approximately $695 
million, including site acquisition and preparation costs 
to be borne by the city up to $157.8 million and 
construction costs of approximately $537.2 million to 
be borne by the Commonwealth. On March 11, 1998 
the Mayor and the City Council approved the BCEC 
project and the requisite loan orders for site acquisition 
and preparation. Under the Convention Center Act 
requirements, the BRA and the MCCA prepared a 
marketability study for the project, which was 
subsequently approved on November 19,1998. Work 
has begun by the BRA on site acquisition and 
preparation. Actual eminent domain taking of 
properties for site acquisition is scheduled to begin in 
March 1999. Preliminary work by the MCCA has 
commenced on the design and construction phases. 


HOTEL MARKET 


Between 1991 and 1997, average annual occupancy 
rates grew steadily from 65.4% to 79.6% and average 
daily room rates rose steadily from $108.29 to 
$161.63. By December 1998, Boston’s hotel 
occupancy rate had decreased slightly to 78.6%, but 
room rates continued to increased, to $175.54. 
Despite the slight decreased in the occupancy rate, 
total room sales were up by 1.0% due to the increased 
supply of hotel rooms. 


Boston’s favorable hotel market over the past eight 
years has stimulated considerable new development. 
The number of hotel rooms in the city rose from 6,907 
in 1980 to 12,136 as of July 1, 1997, an increase of 
76%. Between July 1, 1997 and April 15, 1999, four 
new hotels and four expansion projects were 
completed, adding a total of 838 rooms. The largest 
hotel completed in 1998 was the Seaport hotel, with 
427 rooms, adjacent to the World Trade Center in the 
South Boston Seaport District. 


The Boston Redevelopment Authority reports that 
seven new hotels and two expansions with 2.063 
rooms are currently under construction. The hotel 
projects under construction include a conversion at 15 
Beacon Street with 63 rooms, The Club by Doubletree 
near the Bayside Expo Center with 212 rooms, the 
Millennium Place Hotel with 150 luxury suites, the 
Wyndham Grand Heritage at 89 Broad Street with 362 
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rooms, the 38-room addition to the Regal Bostonian 
Hotel in Haymarket Square, the 579-room 
reconstruction of the Airport Hilton in East Boston and 
the Doubletree reconstruction of 273 rooms at the Don 
Bosco site downtown. Another 5,940 rooms are at 
various stages in the development pipeline. 


TRANSPORTATION 


The city is a major national and international air 
terminus, a seaport and the center of New England’s 
rail, truck and bus service. The city is served by three 
limited-access interstate highways which connect it to 
the national highway system: U.S. 90 (the 
“Massachusetts Turnpike”), which leads westward 
from downtown Boston to the New York State border; 
U.S. 95, the East Coast's principal north-south 
highway, which connects Boston to Portland, Maine to 
the north and New York city and Washington, D.C. to 
the south; and U.S. 93, another north-south highway, 
that extends from just south of the city to New 
Hampshire and Maine. The city is also served by two 
national railroads, Amtrak and Conrail, a regional rail 
carrier, Boston and Maine, a subsidiary of Guilford 
Transportation Industries, and Bay Colony, a local 
Carrier. 


Transportation planning includes both major highway 
and mass transit programs. Federal transportation 
legislation has enabled the Massachusetts Bay 
Transportation Authority (“MBTA”), which provides 
commuter rail, subway, local bus and express bus 
services to 78 cities and towns in_ eastern 
Massachusetts, to receive approximately $3.8 billion 
between 1965 and 1995. Transportation planning for 
mass transit facilities in the city is mainly under the 
auspices of the MBTA. In addition to federal money, 
since 1983, the MBTA has undertaken capital projects 
in the amount of $3.5 billion, most of which comes 
from state bond issues. The MBTA’s current capital 
program includes a variety of expansion and 
rehabilitation projects; its five year program anticipates 
spending $300 million annually. 


Other MBTA capital funds will go toward the ongoing 
improvement, renewal and modernization of 
equipment, facilities, service utilities, tunnels and 
bridges. MBTA capital program projects are funded 
through the federal government and MBTA bonds and 
certificates of participation. 


Work is underway on the MBTA’s North Station 
Transportation Center Project, which includes 


construction of an underground parking garage, 
commuter rail terminal improvements, and _ better 
suburban connections. The new subway superstation 
for the Orange and Green Lines, as well as the 
relocation of the existing light rail Green Line viaduct 
to an underground structure, began in the fall of 1995. 
The MBTA’s South Station Transportation Center 
project, which includes new inter/intra city rail and bus 
facilities, a fully modernized rapid transit station, and a 
parking garage above the existing rail terminal, is 
largely complete and is open. Two __ private 
developments will be developed on air rights above 
through a cooperative project between the BRA and 
the MBTA. 


The MBTA began limited commuter rail service to 
Worcester and Framingham in the fall of 1994 with full 
service planned including five new stations in Ashland, 
Southborough, Westborough, Grafton, and Milbury. 
The MBTA is nearing completion on the restoration of 
commuter rail service on the Old Colony Commuter 
Rail line which will provide commuter rail service to 
several of Boston’s South Shore suburbs. Service has 
been restored on the Plymouth and 
Middleboro/Lakeville branches which opened on 
September 29, 1997. Currently design work is 
underway on the Greenbush branch with service 
expected in 2001. In total, 22 new stations will serve a 
projected 30,000 passenger trips per day. About 80 
percent of the cost of the Plymouth and Middleboro 
branches component is being funded by the federal 
government. MBTA bond funds will pay for the 
remaining share. In addition, the MBTA received $136 
million in bond authorization in the 1996 
Transportation Bond Bill for the extension of commuter 
rail service to the Fall River/New Bedford region. The 
total estimated cost of this project is $250 million, with 
additional bond authorization expected in future 
transportation bond bills. 


The South Boston Piers Transitway/Electric Trolley 
Bus Project is a $413 million long range plan to 
connect South Station with the proposed new Federal 
Courthouse at Fan Pier and the World Trade Center 
and, eventually, the completion of a 1.5 mile 
underground transit tunnel connecting South Station to 
Boylston Street Station. The Final Environmental 
Impact Report was completed in December 1993 and 
the Final Environmental Impact Statement was 
reviewed by the Federal Transit Administration and the 
Massachusetts Executive Office of Environmental 
Affairs. The project was approved in the spring of 
1994 and construction began in the fall of 1995. The 
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federal government is expected to fund 80 percent of 
the cost of this project with the remaining 20 percent to 
be paid with the proceeds of MBTA bonds. 


The MBTA has begun the design of trackless trolley 
service on Washington Street between Dudley Square 
and downtown Boston. Service will operate in 
reserved lanes using 60 foot-long articulated low door 
buses. This $40 million project will be funded with 
state funds. Infrastructure improvements should be 
completed by 1999. This project, when combined 
with the South Boston Piers Transitway through a 
tunnel between South Station and Boylston Station will 
be know as the Silver Line. The MBTA also is 
undertaking a continuous program of infrastructure 
improvements throughout the system including power 
system and signal improvements, track improvements, 
station modernization projects, construction of the 
Boston Engine Terminal repair and maintenance 
facility, purchasing of new vehicles, and _ other 
improvements for related items. 


Since 1991, Amtrak has spent $1.1 billion towards a 
multi-year high-speed rail infrastructure project of $1.5 
billion, to upgrade the rail corridor between Boston and 
New York permitting better ride quality, faster speeds, 
and greater capacity for rail users. A key component 
of infrastructure upgrades is electrification of the 
remaining segment of the Northeast Corridor rail line 
between New Haven and Boston, which will be 
completed in 1999. Massachusetts Electric 
Construction Co. and J.F. White, two Boston firms, 
are major members of the team implementing the 
electrification work. Amtrak has awarded a contract to 
acquire 15 high-horsepower electric locomotives and 
up to 20 high-speed trains which, when combined with 
all other infrastructure improvements, will reduce rail 
travel time from downtown Boston to downtown New 
York city to three hours, which is competitive with air 
travel. The equipment contract also includes 
construction of three new maintenance facilities to 
service the trains and locomotives; one of these 
facilities will be located in Boston at Southampton 
Yard, scheduled for completion in May 1999. 
Bombardier/GEC Alsthom won the contract to build 
Amtrak's new high-speed equipment, using 
manufacturing sites in Barre, VT, and Plattsburgh, NY. 
Amtrak expects to generate significant revenue from 
high-speed rail service and, based on ridership and 
revenue projections, was able to secure private 
financing for 100% of the cost of the new high-speed 
trains. Congressional appropriations under the 
Northeast Corridor Improvement Program pay for 
infrastructure work and maintenance facilities. The 


whole system will be up and running in October of 
1999 and the new trains will be all delivered by 
October of 2000. 


SEAPORT AND AIRPORT 


The Massachusetts Port Authority (Massport) was 
created by the state legislature to develop and 
manage the city’s major air and sea transportation 
centers and the Tobin Memorial Bridge over the Mystic 
River. Massport is financially independent, and the 
city is not responsible for any debt or other obligations 
incurred by Massport. Heavy use of the Port of 
Boston and Boston Logan International Airport (“Logan 
Airport’) has compelled significant expansion of both 
facilities. Massport’s net investment in its facilities 
through June 30, 1998 exceeded $1.6 billion, 
consisting of $1.1 billion invested in airports and $500 
million invested in the Tobin Bridge, maritime 
development and other capital spending. 


The Port of Boston serves the six-state New England 
region and beyond as a natural deep-water berth, and 
provides access to world ports as well as feeder 
service several times weekly to Halifax, Canada and 
the Port of New York. The city’s port activity includes 
handling bulk and general cargo, providing ship repair 
supply services, offering customs and international 
trading services, providing storage facilities and other 
commercial maritime services. 


The city’s port tonnage fell from the 1950s through the 
mid 1980s as a result of changes in transportation 
technology and in the regional economy. In 1990, 
according to the U.S. Army Corps of Engineers, the 
Port of Boston ranked as the 21st largest American 
seaport by total tonnage shipped and as the 18th 
largest American seaport by foreign tonnage shipped. 
During fiscal 1998 the container terminals in 
Charlestown and South Boston handled 79,000 
containers with 1,022 thousand tons of cargo. The 
Port of Boston is now a major cruise port which hosted 
a record 62 cruise ships in calendar 1998, carrying 
106,000 passengers. The cruise port mainly runs 
from May through October. 


In 1996, the BRA and Massport produced a Seaport 
Economic Development Plan for Boston Harbor which 
provides policies and guidelines for future 
development planning along Boston’s waterfront. The 
plan is currently being implemented. In 1998, Logan 
Airport was served by 38 domestic and 14 
international airlines and served a total of 26.5 million 
passengers. A 1997 report Airports Council 
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International (ACI) showed that Logan was the most 
active airport in New England, the 17th most active in 
the United States and the 27th most active in the 
world. Logan Airport also plays an important role as a 
center for processing domestic and international air 
cargo. According to ACI, in 1997 Logan Airport 
ranked 18th in the nation in total air cargo volume. 
Between fiscal 1993 and 1997 the total volume of air 
cargo handled at Logan Airport grew by 11.8%. In 
fiscal 1997 total cargo reached 767 million tons of 
freight shipped and 157 million pounds of mail 
handled. 


In 1998, Massport projected that it would spend about 
$2.9 billion during fiscal 1995 through 2003 for 
Ongoing capital improvements to Hanscom Field, 
Logan Airport, Tobin Memorial Bridge and the port 
facilities, and for 
maintenance at various Massport properties. 
Massport currently expects to finance these projects 
with a combination of bond proceeds, passenger 
facility charges, federal grants and _ internally 
generated funds. 


CONSTRUCTION ACTIVITY 
Since 1960 the public and private sectors have carried 


out a major expansion of capital construction and 
investment activity. Private commercial development 


improvements and = major > 


investment has added approximately 30 million square ° 
feet of office space to the physical inventory of the city 
since 1960, eight times the amount built in the 
previous 35 years. 


Table 10 sets forth the estimated potential 
construction activity in the city from fiscal years 1989- 
1998, estimated as indicated in the notes to the Table. 
It should be noted that the issuance of a building 
permit and payment of a fee do not necessarily result 
in construction activity. 


Revenue from building permit fees during fiscal year 
1989 indicated that the estimate of total potential 
construction activity was $1.78 billion. Revenue from 
building permit fees in fiscal years 1989, 1990 and 
1991 indicated that total estimated construction activity 
dropped well below a billion dollars in 1990 and 1991. 
After total potential construction activity reached a low 
of $937 million in fiscal 1991, it increased in fiscal 
1992, 1994, and 1996 after decreasing in fiscal years 
1993, 1995, and 1997. In fiscal 1998, building permit 
revenues reached an estimated potential construction 
activity of approximately $1.73 billion. Data from July 
1, 1998 through January 19, 1999 (preliminary FY99) 
showed projected building permit revenues at an 
estimated annualized sum of $12.2 million, resulting in 
a preliminary FY99 potential construction estimate of 
$1.438 billion. 


BOSTON BUILDING PERMIT REVENUES AND ESTIMATED POTENTIAL 


CONSTRUCTION ACTIVITY, 1989-1998 


Table 10. 
Building Permit 

Revenues" 

1989 11,423,439 
1990 8,119,487 
1991 6,689,380 
1992 9,136,207 
1993 8,832,324 
1994 9,039,951 
1995 7,629,395 
1996 A) TC Shays 
1997 9,199,877 
1998 Ae oeOS 
Total $96,605,416 
Annual Average 1989-1998 $9,660,542 


(1) Building permit revenues in current dollars. 


Estimated Potential 
Construction 
Activity Adjusted 


Estimated Potential 
Construction 


Activity? For Inflation® 
1,343,934,000 WSS SiteoZo 
955,233,793 1,202,470,775 
786,985,833 936,940,018 


1,074,847 882 
1,039,096,908 
1,063,523,647 

897,575,882 
1,385,606,235 
1,082,338,471 
1,736, 200,395 


$11,365,343,047 
$1,136,534, 305 


1,257,785,082 
VA 2ae 29 

1, 1185;385)732 
972,563,235 
1,462,489,442 
1,104,927 ,526 

1 730.2U0, 390 
$12,813,461,459 
$1,281,346, 146 


(2) Potential construction activity estimated by dividing permit revenues by 0.85%, which is the midpoint between permit fees calculated at 0,7% of the 
first $100,000 estimated value of development cost, and 1% for the remainder of the development cost. 

(3) Estimated potential construction activity adjusted to January, 1997 constant dollars (CPI-U). 

(4) Only partial data are available for FY1999 so data are not in table. Based upon building permit revenues from July 1, 1998 through January 19, 
1999, the estimated annual building permit revenue would be $12.2 million, resulting in an estimated annual construction potential of $1.438 billion. 
Source: City of Boston Auditing Department and Boston Redevelopment Authority's Policy Development and Research Department 
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LARGE PUBLIC SECTOR PROJECTS 


Through the year 2004 Boston metropolitan area will 
continue to be the site of several major public sector 
projects. These projects include the depression of the 
Central Artery, the section of U.S. 93 that runs through 
downtown Boston, which is the key six-lane elevated 
interstate highway that carries traffic through the city, 
and the construction of a four-lane tunnel (the Ted 
Williams Tunnel) under Boston Harbor (together, the 
“Transportation Projects”). At present, the Central 
Artery connects with the Sumner and Callahan 
Tunnels, two two-lane tunnels under Boston, which 
link downtown Boston with Logan Airport and points 
north. The Ted Williams Tunnel was completed in late 
1995 and opened for limited use until the balance of 
the Interstate 90 extension under the Fort Point 
Channel is completed. 


The Transportation Projects, which are intended to 
improve traffic flow within the city, are under the 
control of the Commonwealth. It is estimated that the 
Transportation Projects will employ about 5,000 on 
site workers and 10,000 auxiliary workers by the late- 
1990s (the peak years of construction). The 
Transportation Projects are estimated to cost $10.84 
billion (including inflation and recent project changes). 
According to current estimates, federal funds will cover 
approximately 67% oof this cost, and_ the 
Commonwealth will cover the remaining 33%. On 
June 9, 1998 President Clinton signed into law The 
Transportation Equity Act for the 21st Century (known 
as “TEA-21°). This Act establishes federal 
transportation funding amounts for the period between 
FFY 1998 and FFY 2003. Under TEA-21, the annual 
highway apportionment for transportation needs 
throughout the Commonwealth will average 
approximately $529 million per year. Actual funds for 
each year will depend on the level of revenue coming 
into the Highway Trust Fund. Authorizations are 
subject to annual appropriations by Congress. The 
Commonwealth received another authorization by 
Congress in 1998 The Commonwealth’s contribution 
over the life of the project is expected to be 
approximately $3.1. billion. It is expected that 
appropriations will be made in annual increments by 
the Commonwealth as the work progresses. 


The Massachusetts Port Authority has developed a 
long-range capital program of approximately $2.9 
billion for improvements at its facilities, most of which 
are located in the city. The capital program includes a 
major modernization of Logan Airport, currently 
underway, which will include a new double-decked 


roadway system, a new 3,150 car parking garage, a 
new public transit terminal, improved walkways, major 
terminal renovations, a new 600-room hotel, and a 
new sign system. This capital program also includes 
non-Logan improvements and _privately-financed 
investments at Massport facilities. 


The Massachusetts Water Resources Authority 
(MWRA), an independent state authority, is completing 
construction of one of the largest wastewater 
treatment facilities in the nation (the “Treatment 
Facility Project’). This project, which is being 
undertaken pursuant to a federal district court order, is 
scheduled for completion in late 1999 as part of 
MWRA’s capital improvement program with a cost of 
approximately $3.802 billion (1998 dollars). Through 
January of 1999, approximately $3.618 billion of work 
had been completed. The project is intended to bring 
wastewater discharges in Boston Harbor into 
compliance with federal and state requirements. It is 
being funded through state and federal grants and 
loans and the issuance by MWRA of revenue bonds 
backed by rates and charges paid by users. Such 
rates and charges are expected to continue to 
increase each year, dictated in large part by increased 
debt service costs in connection with financing its 
capital program, and are expected to have a 
substantial financial impact on the local bodies served 
by MWRA, including the Boston Water and Sewer 
Commission (BWSC). In addition to the Treatment 
Facility Project, the MWRA is planning to spend 
$2.202 billion on other wastewater and water system 
improvements over the next ten years to 2009. The 
largest of these is the Metro Water Supply Tunnel 
replacement project. None of these improvements will 
be located in Boston but should nonetheless provide 
major improvements in the system infrastructure that 
serves the city. 


The city is not directly responsible for the costs of any 
of the above-described projects, although the BWSC, 
which pays approximately 31% of all MWRA rates and 
charges, is expected to bear a portion of the cost of 
the Treatment Facility Project through increased user 
fees. The city is currently negotiating with the 
Commonwealth to receive mitigation payments for any 
city services (such as fire and police) which may be 
required to support the Transportation Projects. No 
such services are expected to be required for the 
Treatment Facility Project. 


Another project currently underway is the construction 
of the Boston Convention and Exposition Center 
(BCEC) to be located on Summer Street in the South 
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Boston Seaport District. The BCEC will be funded by 
a combination of city revenue sources and those of the 
Commonwealth of Massachusetts, including new or 
increased levies on hotel occupancy and rental cars. 
The Massachusetts legislature approved the project 
on November 17, 1997. The approved plan called for 
the investment of $695 million to develop a 1.7 million 
square foot convention center facility containing 
approximately 600,000 square feet of contiguous 
exhibition space as well as ballrooms, meeting rooms, 
banquet and lecture halls, underground parking, 
loading docks and outdoor support space. The BRA 
will be responsible for site acquisition and preparation 
as well as for demolition and environmental 
remediation. After conveyance to MCCA for a nominal 
consideration, the BCEC will be designed, 
constructed, and managed when complete by MCCA. 
the total cost of the convention center is projected at 
approximately $695 million, including site acquisition 
and preparation costs to be borne by the city up to 
$157.8 million and construction costs of $537.2 million 
to be borne by the Commonwealth. 


On March 11, 1998, the Mayor and the City Council 
approved the BCEC project and requisite loan orders 
for acquisition and site preparation. | Under the 
Convention Center Act requirements, the BRA and the 
MCCA prepared a marketability study for the project, 
which was subsequently approved on November 
19,1998. Work has begun by the BRA on site 
acquisition and preparation. Actual eminent domain 
taking of properties for site acquisition is scheduled to 
begin in March 1999. Preliminary work by the MCCA 
has commenced on the design and construction 
phases. 


EMPOWERMENT ZONE DESIGNATION 


On January 13, 1999, the city of Boston was 
designated an Empowerment Zone (EZ) community by 
the U.S. Department of Housing and Urban 
Development. This makes Boston eligible to share in 
proposed federal grants and tax-exempt bonding 
authority to finance sweeping revitalization and job 
creation programs over the following ten years. The 
ten-year EZ designation brings with it $130 million in 
bonding authority and $100 million in grants. For 1999 
Boston is expected to receive the $10 million in grants 
although only $3 million has been approved through 
February 18. Goals of the EZ include: job creation, 
business development, home ownership opportunities, 
affordable housing’ creation, transit system 
improvements, computer technology training, job 
training and educational efforts. Over the life of the 


EZ, millions of dollars of investment are expected to 
be leveraged locally by organizations, including: public 
institutions, companies, educational _ institutions, 
hospitals, philanthropic groups, utilities, and others. 
Boston’s EZ will also give the City priority for other 
federal programs. The EZ, wholly within Boston, 
encompasses 5.8 square miles, running north to south 
right through the center of the city, including parts of 
the neighborhoods of South Boston, Downtown, the 
South End, Roxbury, Jamaica Plain, and Mattapan. 
The EZ contains 57,640 residents (roughly ten percent 
of the city’s population), has an unemployment rate of 
16.1%, and has 43% of the adult (age 25+) population 
with less than a high school diploma. 


Prior to Boston’s successful application for designation 
as an Empowerment Zone community, the city was 
designated an Enhanced Enterprise Community (EEC) 
on December 21, 1994 by the Department of Housing 
and Urban Development, and, as a result, received 
$22 million in Economic Development Initiative (EDI) 
grants. EDI grants are to be used only within the EEC 
and are intended to complement and be used in 
concert with Section 108 Loan Guarantees. EDI 
grants may be used to write down interest rates on 
Section 108 loans and to establish a loan loss reserve. 
The EDI grant makes the city eligible for matching 
Section 108 funds which can be used as capital 
improvement loans for commercial or industrial 
projects that either produce jobs, of which 60% are for 
low- and moderate-income residents, or aid in the 
prevention or elimination of slums or blight, or finance 
urgent community needs. 


As part of the EEC designation, the city was awarded 
$2.95 million from Title XX Social Service Block Grant 
(SSBG) funding. SSBG funding is used to conduct 
human service programs that will help connect 
residents to jobs. These programs include adult job 
skills training; adult education, including ESL, GED, 
ABE; alternative education for “youth at risk”; and 
expansion of day care availability. Finally, EEC 
designation enables development projects or human 
service programs impacting the EEC to take 
Advantage of certain tax benefits and priority in other 
Federal funding programs. 


In November 1995 the Boston Empowerment Center 
(BEC) was created as a mechanism to provide small 
businesses a comprehensive array of financial and 
technical assistance to help them start and stay in 
business. The BEC/One Stop Capital Shop provides 
information and services in many areas, including. 
business’ start-up assistance, acquisition, loan 
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packaging assistance, help with business plan 
development, access to a wide range of capital 
resources, as well as assistance with marketing plans, 
government procurement, international trade, 
technology transfer, market diversification, and 
language translation. 


The first thirty-four months, from November 1995 
through August 1998, produced some tangible 
accomplishments for the BEC. A total of 2,113 clients 
have been served, $14.4 million of loans have been 
processed, and $11.9 million of grants have been 
awarded. In addition, visitors from 38 countries and 
cities have toured the BEC. 


EEC resources have facilitated business development 
financing. HUD 108/EDI matching funds have totaled 
over $22 million, including: $3 million to the Henry 
Miller Manufacturing Company; $1.7 million for the 
New Boston Seafood Distribution Center; $6 million for 
the South End Community Health Center; $10.5 million 
for the redevelopment of three buildings in Dudley 
Square; $1.4 million for Grove Hall Mall; and $2 million 
for Parcel P3Z. 


In other financing programs, the Boston Local 
Development Corporation (BLDC) has loaned $1.2 
million to businesses in the EEC, and private banks 
have provided $1.7 million in leveraged financing. 
Another five new businesses are currently planning to 
move into the EEC through marketing efforts of the 
BEC staff. Also, five EEC neighborhood business 
districts have been designated participants in the Main 
Streets program, which assists businesses in helping 
become more competitive. 


Finally, achievements in human services initiatives are 
evident. The majority of the $3 million in Title XX 
Social Services Block Grant awards have been spent 
on adult basic education courses and job training. In 
the EEC at large, a total of 392 jobs have been 
created or retained, $304,000 in technical assistance 
money have been expended, 250 EEC residents have 
participated in skills training, 100 EEC residents have 
taken ESL, GED, and basic education courses, 1,450 
children have benefited by day care quality 
improvement grants, and 310 additional day care slots 
were created. Many other human services goals have 
been met, too numerous to identify, which have 
benefited the homeless, youth, public housing tenants, 
child-care services, and alternative education. 


MUTUAL FUNDS TAX LEGISLATION, 1996 


In August of 1996, then Governor Weld signed 
legislation which changed the corporate tax structure 
for mutual fund service corporations (a sub-set of the 
larger set of financial services firms) operating in 
Massachusetts. The new law, which is to be phased 
in over a three year period, calls for taxes to be 
applied only on sales to investors who are 
Massachusetts residents, a change from the previous 
law that applied the tax to both in-state and out-of- 
state investors. 


The new law also did away with the previous three- 
factor formula that calculated the tax based on a 
company’s sales revenue, payroll, and property 
values. The new single factor apportionment law 
calculates taxes based exclusively on sales. 


To qualify for treatment under the new legislation, 
mutual fund corporations in the state must retain 100% 
of their 1996 employment level, and must increase 
jobs at least 5% in each of the next five years. In the 
sixth year, all mutual fund corporations whose 
employment level is 125% of their 1996 level will 
qualify for treatment under the new law. 


The mutual funds business is the fastest growing 
sector of the $7.5 billion financial services industry in 
Massachusetts. In Boston, financial services accounts 
for some 47,000 jobs and a payroll of $3.2 billion and 
generates jobs in supporting’ fields like 
telecommunication, computer technology, printing, 
advertising, law, and accounting. 


OFFICE MARKET AND NEW DEVELOPMENT 


The city currently has approximately 50 million square 
feet of office space, of which 37.8 million is Class A 
(the most expensive category), and 12 million is Class 
Buon Cu Fromei977  throughe | 953. local ottice 
occupancy surveys reported a consistent decline in 
vacancy rates, reaching 2.0% in 1983. In the 1983- 
1990 period a large new supply of office space was 
built, but even with healthy absorption, new supply 
outran total demand. Vacancy rates at year-end 1990 
were 14.6% after an annual absorption of 583,000 
square feet, while 1.9 million square feet of new office 
space was added. In the 1990-1993 period, new 
supply still outpaced demand sending the vacancy 
rate up to 16.1%. Since that time, a quickening 


22 


LAE MRE BS AY (AT RN 


Jk MONT ALNOIs Wt SOs AUT 
penal IGW TOnmevod. net 6g2t) to teugud, a 

vitae XS! StGloCpe, of). Daorarie Tiaithw Trai)shtiget 
“WIN idengQue S) AdumOmMISS BOR OUT eA OT 
mM politece (etn? esolvise lsonerddd tag sep! 
beget) ed ol @ few welwee at) a2igautoseeat 


6d Gh 29X86) X@-diie> Boneg iaey, Gentlh.6 Ive 
s ow saiGizevcl of @eie mo Yino  belegE 


Alte 2UA0GeREM 
benlc id? 1S ‘eit wal 
Salas: aise 


eT =] ee 


Kia oh 


CUinVait am TiS SNe zs 2 


a os ius ~ 
hm Mgep 6 . Sietaeok cia) OF 


NH) Zunes on Y vows bib osis wal won ett 
no bessd yet et belaivales shane ‘aioe 
HAYSQ: WES Shik 8 YORateS 
we ony .gevigyv 

raulong o> 


ODE Sif 
eae fey vie Sees 74y.6f eateloalaod 


fw 


we IRerinoo ogas 


. Veli NI ; ‘ inenvias! to) viteup oT 
CUO) tush leure disse art oi 2aotmiodnds brad teen 
SPF 1: das Jave jranwyeqme Gear adit to 
wit nl oy nar oO Nome aS 1205) ie aday 
ais 7 S av? teufum U6. sy: cine 

vx 8h! WeRP lo &OC at lave inemyolere 


val wen ont Meorns inane -ot yilipup 


pAwolp lecies? eff 2 zeemieud esol iouiun eaT 
 otaury soowae Gloaarnet ootitd @ 3S etl totes 
Wie igi ent re 96 aio nuisgeeahl 
bok Covhd 4c? 7o Howee @ brie ede) GOO. TA amos ij 
eel eNTaqaue Ye  @ao So1S NAY 

Ghies veces! liane rotesiniurw~wosial 
LWMINUOOS BG wei piienevbs 

ViANSAOJAVaT! WS GMA TAMAANM AOIIG 

coe Noll YO vietememqar Pert Winery vio edT 
A 2yuO ai nollwn BS vottlw %) enc este ke tee? 
aic ribs OF fee (noreiso aucredke doom ot) 
suhe igo) TD sigue Tiel mort «3408 
i 20/on% Insaco & BAG eyeviwe yonequdse 
oT! a ol Se Rel ap Oo € gnifoen welsy vonmoay 


A590 1 Yloque ww Spy & boned 08Cr 
HOUO2h6 YN fiw heave tuo Th 
ORG Dne-seaV 16 gekn yorsosy. Bronte latet nerve 
QU) Sd 4o noliqioeda iawins re tafe NO 


Saxo Wor  'Sq) svaupe ao eG) BiGe 


VOQUE : Wf 


Siw 


tien 2 { bs OT th 


in cvir? Fi a gall . ~~ = os Pa 
wer Dopeq SOSGr-oee? ert at booty enw g0ede 
Worsesy 84) Mitre baptese voormiue ‘ite vitae 
Vine # SN ae aon aehat of qu eter 


‘eet iedrrevor mot wat 


a ee, 


ln ais wig brie O33 ert (Wi: 


a 


Asie exentavd iw  qlent 
fstiges Yo sone: sbiw a oF 
le ba. tt ophbe incense 
suet langitarnein 
brs ‘foteolionnvit secnaets 


eionw .emoe Beovboiq. Bee 

aiiot> EF tS to lial A O88 
resd eyed anact Iq noillim bb 
owed avert atneag to aoillinn, 
bok zelirucs 86 mot emdiaty. 


us 


ineriqgisved ezaniaud beset 
belated aver! about gnidotern: (Gz 
YNeH ei of oodie CF ognib 
wt notin TN cyeamed: 

of nollie G8 yetnsD noitudhigid, 
pide é OFF named iesH winuret . 
vatbv2 of apnitid eet Oo Ineen Bre 
noillien $2 bre let flat vars) woh ae 


ne 


he 


ny 
lnc04 Odeo ott emBpaig. | 
S.°? beneel sat, (O08), cca 


onionerit, begs evel at roca 
1! pninnale yNenuoewS pcan zor 
ol Jo ehohe prilehem riguaiedl 
zee iaud becnodripien: Geisaa 
welt arf i eiiselbingd 6 
ornatert ri emacs ty cies 9 


oy 
i. 


7 


". 
7 
“a 


oh Ceviteitin seoiviee Nani tw et 
XX BINT af moter €2 ant to yoy 
ieqe need svat ehipwe fete) | 
nm prises do bra ee2rnoo notboy 
noead evel edo, S@f to Isjiol & 
sonetalees igtinrioe! m OOD, A0L2 , 


evan einetnest Oa OES ,csbneaxe 
aved eisehies O35) GO! .prmvent ellh 


08h | saawoo nolissube siesd DAS 
yiisup. o9o yeb. yd. belfiened 
sfol? e180 yal Ienovtibbea OTE bre chee 
ever GOD 2 solvie? nami seiio yas 
even foiniw .fiinebi of avovemun 66) 
inane! omevord clidiud .dtuoy .eestomort s 

nocsoube evipmalis Ons esi 


~ 


™, 


Table 11. COMPARATIVE OFFICE VACANCY RATES, 20 LARGEST DOWNTOWN OFFICE MARKETS, 
END OF 4™ QUARTER, 1998 


City Vacancy Rate 
Boston 3.3% 
San Francisco 3.5 
Manhattan, Midtown 3.9 
Seattle 4.4 
Minneapolis-St. Paul 4.7 
Washington, D.C. 5.5 
Cincinnati ei 
Manhattan, Downtown TM 
Baltimore 9.4 
Denver 9.9 


City Vacancy Rate 
Phoenix 10.2% 
Chicago 10.6 
Cleveland italia 
Houston aS 
Atlanta 14.1 
Philadelphia 14.5 
Los Angeles 15t5 
Detroit 16.5 
Kansas City Wfez 
Dallas Slee) 


National Average") 8.8% 


(1) National Average is based on 48 U.S. cities (downtowns) from the C.B. Richard Ellis Office Vacancy Index. 


Source: C.B. Richard Ellis Office Vacancy Index, September 30,1998. 


economy and a period during which almost no new 
office space has been added in the city has driven 
vacancy rates down dramatically. By year-end 1998, 
Boston’s overall office vacancy rate, according to CB 
Richard Ellis, had dropped to 3.3%, the lowest of the 
top 20 downtown markets in the country. (See Table 
11.). Boston’s Class A vacancy rate was even lower — 
1.5%. 


This strong demand has generated considerable 
development activity. As of May, 1999, seven 
projects, one recently completed, the others under 
construction, will add more than 3 million s.f. of new 
office space in the city. Downtown projects include 
the recently renovated 255 State Street (220,000 s.f.), 
the Lafayette Corporate Center (500,000), 10 St. 
James St. (790,000), and the World Trade Center East 
(500,000) and the Fargo Building (420,000) in the 
Seaport District in South Boston. Neighborhood 
projects include Brighton Landing (420,000), 
Renaissance Center (200,000) in Roxbury, and the 
Landmark Center (600,000) in the Fenway. Another 
neighborhood project now under construction is the 
400,000 square foot renovation and expansion of four 
buildings in Dudley Square, the new location of the 
Massachusetts Department of Public Health. 


Three other projects, which have just begun 
construction or are about to begin, will add another 1.7 
s.f. of office space in the city. They are 111 
Huntington Ave. (850,000 s.f.) in the Prudential Center 
complex, 33 Arch Street (533,000) downtown, and 131 
Dartmouth Street (350,000) in the Back Bay. In all, 
the current office development pipeline has grown to 
over 8 million s.f., which should help guarantee that 
Boston’s office-based economy remains strong. 


RETAIL MARKET 


As of 1992, the date of the last U.S. Economic 
Census, Boston was within the ninth largest 
metropolitan retail market in the nation, consisting of 
the city plus the Massachusetts metro areas of Lowe‘, 
Lawrence, Salem and Brockton. Of the approximately 
10 million square feet of retail space in the city, 
approximately six million square feet are located in 
downtown Boston and Back Bay. About 3,824 retail 
establishments were located in the city in 1992 and 
had an estimated total sales of $3.95 billion according 
to the U.S. Census of Retail Trade. According to 
projections in Sales and Marketing Management's 
“Survey of Buying Power’, retail sales in the Boston 
metropolitan area increased annually from 1992 
through 1997. In greater Boston during 1997, retail 
sales reached $37.7 billion, a 24.2% rise from sales in 
1992. Retail sales in the city of Boston for all of 1997 
reached $4.5 billion, which showed a rise of only 
15.3% from 1992 without accounting for inflation. 
(See Table 12.) 


Recent major retail projects in downtown Boston 
include Borders Books, HMV Records, Lechter’s, 
Loehmann’s, Marshall’s, and Tello’s in Downtown 
Crossing, the new Waterstone’s Books at Faneuil Hall, 
and Niketown in the Back Bay. In the neighborhoods 
there were 15 neighborhood business districts 
selected for The Main Streets Program which have 
generated, as of mid-1997, 200 new businesses and 
created 1,200 new jobs. Also of importance are the 
supermarket developments that have taken place 
throughout Boston’s neighborhoods, a solid sign of 
investment in the inner-city; nine new supermarkets 
and two expanded supermarkets are completed and 
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Table 12. MASSACHUSETTS, METROPOLITAN, AND BOSTON RETAIL SALES, 1992-1997 


(in thousands, not adjusted for inflation) 


Massachusetts Metropolitan Boston City of Boston 
Retail Sales Change Retail Sales Change Retail Sales Change 

1992 $47,450,983 - $30,341,790 - $3,953,909 -- 

1993 48 497,982 2.2% 30,957,096 2.0% 4,014,466 1.5 
1994 52,465,958 8.2 33,239,908 7.4 4,449,040 10.8 
1995 53,873,985 Pat 34,159,389 2.8 4,445,756 - 0.1 
1996 57,582,962 6.9 36,514,180 6.9 ANS 2 Aone. etl 
1997 59 263,199 2.9 37,719,249 BIG 4,526,987 0.1 

5-Year Change 24.9% 5-Year Change 24.3% 5-Year Change 14.5% 


Source: U.S. Department of Commerce, Bureau of the Census, “Census of Retail Trade” for 1992, and Sales and Marketing 
Management, Survey of Buying Power for 1993-1997 estimates. Compiled by Boston Redevelopment Authority's 
Policy and Development and Research Department. Metropolitan area is the Boston-Lowell-Lawrence-Brockton Metropolitan area. 


several more are underway. In 1999 there are several 
major retail developments in the pipeline including 
200,000 square feet of retail and theater space at 
Millennium Place now under construction in Lower 
Washington Street, 40,000 square feet at Lafayette 
Place, and over 200,000 square feet of retail and 
theater space at the Landmark Sears building in the 
Fenway, which started construction in the fall of 1998. 
In the Roxbury/Dorchester neighborhood, The Home 
Depot has built a 114,000 square foot store at the 
South Bay Center Mall, open 24 hours a day, which is 
the first inner-city store for the company. 


INDUSTRIAL MARKET AND RECENT 
DEVELOPMENTS 


Boston has just over 21 million square feet of industrial 
space within the city limits. As of May 1998, according 
to the BRA, over 10.2 million square feet of industrial 
Space was surveyed and the vacancy rate was found 
to be 35.7%, with over 3.6 million square feet 
unoccupied. The average rent for quality industrial 
space was estimated to be in the range of $5 per 
square foot. In 1994, there were 3.9 million square 
feet of industrial research and development space in 
the city, which was 16% vacant with 619,000 square 
feet available. The average rent was estimated to be 
$11 per square foot. 


According to information from the Economic 
Development and Industrial Corporation (“EDIC"), 5.5 
million square feet were acquired and/or rehabilitated 
in the city for industrial use from 1983 through 1991. 
Among these projects were: the multi-million dollar 
expansions by Teradyne, Inc.; EDIC’s Marine 
Industrial Park, renovation of the former Schrafft's 
factory in Charlestown for office tenants; private 


investments in rehabilitation for industrial use of the 
Stonybrook Commerce Center; the Haffenreffer 
Brewery in Jamaica Plain; and, the Howden Sirocco 
plant in Hyde Park. 


From 1992-1995, a Cambridge-based biotechnolosy 
firm, Genzyme Corporation, constructed an $85 million 
biopharmaceutical manufacturing plant in Allston. 
Genzyme has plans to build further manufacturing, 
research and development and headquarters facilities 
on the site during the 1990s. 


Certain companies were forced to lay off employees in 
the mid-1990s because of business strategies and 
downsizing efforts. For example, Digital Equipment 
Corporation (“DEC”) closed its Roxbury plant in late 
1993 and Stride Rite Corporation closed its plant in 
Roxbury in 1997. These plant closings will have 
eliminated a total of 350 manufacturing jobs, 
representing about one percent of the city’s industrial 
jobs. In 1995, H.P. Hood decided to consolidate its 
operations in the suburbs and close its Charlestown 
Plant. 


The: city purchased the former DEC building in 
Roxbury in late December 1994. The facility houses 
the Boston Technology Development Center (BTDC). 
The BTDC has opened an Innovation Center to be 
operated by the Massachusetts Biotech Research 
Institute (MBRI). The Innovation Center can be 
thought of as a “super incubator” which includes four 
major components: a physical incubator with shared 
conference and reception facilities; a relationship with 
venture capital funding; a technology transfer office 
which helps locate technologies with commercial 
potential; and a comprehensive education and training 
program. The MBRI incubator space is currently fully 
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occupied with spin-off firms. The BTDC is providing 
many benefits to the neighborhood and citywide 
including construction jobs, permanent jobs, education 
and training programs, public school seminars, youth 
education, and neighborhood workforce development 
programs. Over $20 million in venture capital funding 
is Supporting the new companies that are housed at 
the BTDC; $5 million in Federal funds awarded to the 
project leveraged these private funds. Full occupancy 
of BTDC was achieved in 1998 with the tenancy of 
HiQ Computers which took the final 30,000 square 
feet for assembly and repair of computer systems. 


There were seven projects completed in the 1995- 
1997 period: the Advanced Electronics expansion to 
110,000 square feet; the expansion of the Boston 
Freight Terminal in Marine Industrial Park; the 
American Engineered Components move _ from 
Cambridge to Boston; the Zoom Telephonics building 
doubling in size to 150,000 square feet; Boston Ship 
Repairs expanded business in Dry-Dock 3 at BMIP; 
The Harry Miller Company development of 36,000 
square feet of space with assistance in Boston’s EEC; 
and, the completion of the New Boston Seafood 
Center, housing seven seafood companies in a 70,000 
square foot state-of-the-art facility in the Boston 
Marine Industrial Park (BMIP). 


In 1999 there are a variety of industrial projects active. 
In Boston Marine Industrial Park (BMIP) there is 
continued success with the effort to keep a prosperous 
seafood industry on the Boston waterfront with the 
announcement of two seafood deals. Legal Sea 
Foods is planning a facility which will house 
processing, distribution, quality control, and 
administrative uses. Also, North Coast Seafoods is 
planning a 60,000 s.f. processing facility. 


Other industrial projects are also pending in 1998. In 
the Seaport District in South Boston a major venture is 
planned with port-related activity. An International 
Cargo Port will be started as a 400,000 square foot, 
$50 million investment by the private sector which will 
service intermodal (airport, seaport, rail, and truck) 
freight-handling tenants. In the Newmarket district 
industrial area the BRA will be implementing an 
economic development plan in conjunction with 
property owners; the plan recommends _ industrial 
reuse of the South Bay incinerator site. The former 
Hood plant in Charlestown has been the site of some 
freight forwarder uses moving off of Logan airport with 
several hundred jobs. Several additional air freight 
firms are now interested in a South Boston location. 


New Balance athletic shoe company has announced 
plans to expand their office headquarters and 
manufacturing facilities in Boston’s Brighton 
neighborhood where they will be constructing 100,000 
square feet of manufacturing and 100,000 square feet 
of office space. Also, of note is Teradyne, Boston’s 
second largest manufacturing employer, has recently 
completed expansion of a substantial amount of new 
manufacturing space around the city. Finally, the 
impending convention center project in South Boston 
is slated to take several industrial sites in active use. 
The BRA will work to relocate firms in buildings within 
the footprint to insure a smooth transition. 


HOUSING STOCK, HOUSING VALUES, AND 
DEVELOPMENT 


The U.S. Bureau of the Census reported in April 1990 
that the city’s housing stock consisted of 250,863 
units. From 1980, the date of the previous decennial 
census, through 1990, over 9,400 net new housing 
units were added to the supply. The composition of 
housing is changing. The number of private rental 
apartments declined between 1980 and 1990, mainly 
due to condominium conversions. Condominium units 
increased from about 4,500 in 1980 to over 33,000 in 
1990, representing 13% of the housing stock. Units in 
1-4 family homes increased between 1980 and 1990, 
and now constitute over 50% of the city’s housing 
stock. More than 80% of these structures are owner- 
occupied. Despite the loss of rental units since 1980, 
over 5,000 net new units have been added to publicly- 
assisted housing. In 1990, public and publicly- 
assisted housing constituted 17% of the city’s housing 
stock. 


Within the city, the U.S. Bureau of the Census 
reported that the median sales value of a single-family 
home was $161,400 in 1990. The U.S. Bureau of the 
Census also reported that the median contract rent in 
the city was $546 per month in 1990, when market 
rate units and subsidized units were combined. The 
city’s gross housing vacancy rate in 1990 was 9%, 
with an estimated 6% net vacancy rate (representing 
units readily available for occupancy). Boston’s Winter 
(February) 1998 rental vacancy rate was 2.12% 
according to a survey of members of the Rental 
Housing Association, a part of the Greater Boston 
Real Estate Board. A study done by the city’s 
Department of Neighborhood Development showed 
that in 1998 the median rent for a one-bedroom 
apartment in Boston was $1,000 per month and for a 
two-bedroom apartment, $1,350 per month. 
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Table 13. GREATER BOSTON ANNUAL MEDIAN SALES PRICES FOR EXISTING HOMES, 1988-1998 


Year ist Quarter 2nd Quarter 3rd Quarter 4th Quarter Annual Median Annual % 
Change 

1988 $176,900 $182,900 $183,800 $179,300 $181,200 2.3% 
1989 176,300 186,200 183,300 180,000 181,900 0.4 
1990 177,300 176,200 175,900 165,700 174,100 (4.3) 
1991 160,100 171,300 175,500 167,000 170,100 (2.3) 
1992 168,200 173,300 175,100 165,200 171,100 0.6 
1993 160,500 175,600 176,900 172,700 173,200 1.8 
1994 170,600 181,300 188,200 176,600 179,300 4.8 
1995 175,100 179,000 183,200 177,400 179,000 (0.2) 
1996 187,300 195,300 195,300 177,100 189,300 5.8 
1997, 183,300 194,200 204,400 195,900 196,200 10.6 
1998 205,200 206,400 220,900 214,900 212,600 8.4 


Source: 


National Association of Realtors and the Greater Boston Real Estate Board. 


The National Association of Realtors reported that the 
median sale price of existing homes in the Boston 
metropolitan area was $196,200 for 1997, a 10.6% 
increase from 1996 prices. (See Table 13.) For 1998 
the median sales prices jumped 8.4% over 1997 to 
$212,600. Home prices after nearly six years of 
relative stability have begun to rise at a faster pace 
since the first quarter of 1996. 


Banker & Tradesman, a local trade journal, reported 
that during the full year 1997 there were 3.8% more 
non-condominium residential sales in the city than 
there were in the full year 1996 (4,153 versus 4,000) 
while condominium sales increased by 15.2% over the 
same period (3,912 versus 3,396). (See Table 14.) 
Residential (non-condo) sales for 1998 totaled 4,186, 
while condo sales registered a large rise with 4,366 
sales, a rise of 11.6%. When combined, total home 
sales were 6.0% higher so far in 1998. The volume of 
residential and condominium sales are well above the 
recessionary levels recorded in 1991. 


Residential development, which was very slow during 
the regional recession 1988-1992 and for two years 
after, has begun to increase slightly from 1995 through 
1997; Market-rate housing development has 
accelerated. Two market rate apartment projects with 
264 units were completed in 1996 in the Back Bay and 
Beacon Hill. Planning, design review, and permitting 
are underway for a number of major market rate 
housing developments in Downtown, the Waterfront, 
Park Square the Back Bay, and the South End. These 
projects will add more than 1,000 more housing units 
to the city. Projects include: Millennium Place (400 
units), Battery Wharf (230 units), Trinity Place at 25 
Huntington Avenue (126 units), Park Plaza (100 
condominium units), Colonnade Residences (99 
units), Boston Center for the Arts (110 units), and 
Parkside II (85 units). In addition, smaller market-rate 
residential developments are also occurring in 
surrounding downtown neighborhoods including city in 
1997, including the neighborhoods of Chinatown, 
Roxbury, Dorchester, South Boston and Charlestown, 
South Boston, and the South End. 


Table 14. ANNUAL RESIDENTIAL AND CONDOMINIUM SALES IN BOSTON, 1990-1998 


Total 
Residential Percent 
Year Sales" Change 
1990 2,959 - 
199K 2,472 (3.4%) 
1992 25505 SS) 
1993 2,960 15.9 
1994 3,804 28.5 
1995 3,883 Pas | 
1996 4,000 3.0 
1997 4,153 3.8 
1998 4,186 0.8 


Total 

Condominium Percent 
Sales Change 
2,242 - 
2,063 (8.0%) 
DPN ED 
2,450 10.5 
2,668 8.9 
2,746 2.9 
3,396 PAST 
3,912 ore 
4,366 11.6 


(1) Total Residential Sales means all single and multi-family properties but not condominiums 
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New affordable housing developments are also 
underway. Over 350 units were completed across the 
South End. In 1998, nearly 3,500 affordable housing 
units were under construction or in the pipeline. 


THE LINKAGE PROGRAM 


The city implemented its development linkage program 
in December 1983, in order to direct some of the 
benefits of downtown investment to the building of 
affordable housing in its neighborhoods. Under the 
program, real estate developers seeking approval of 
large scale commercial or institutional developments 
are required to enter into agreements obligating them 
to make “linkage payments” in the amount of $6 per 
square foot of construction over 100,000 square feet, 
of which $1 per square foot goes to a job training fund 
and $5 per square foot goes for housing purposes. 


Linkage payments into the Neighborhood Housing 
Trust are amortized over a period of either seven or 
twelve years, depending on the date of the initial 
agreement. Under Trust policy, current agreements 
provide for a seven-year payment period. The seven- 
member Neighborhood Housing Trust holds public 
hearings and approves linkage grants to selected 
projects, except for the housing creation option which 
requires approval by the BRA. As of June 30, 1998, 
developers of over 50 projects completed or in 
construction were committed to pay $47.5 million 
under this program, $42.1 million of these committed 
housing trust funds had been allocated for the 
construction or renovation of 4,828 housing units in 68 
projects in the city’s neighborhoods. Affordable 
housing units for low and moderate-income residents 
comprise 85% (4,112 units) of this total. 


In addition to the $42.1 million awarded by the NHT, 
approximately $907,621 has been added for a reserve 
and other expenses, bringing total expenditures from 
the NHT to $43.1 million. Of the 68 housing 
developments created, linkage funds, for the most 


part, accounted for fewer than 30% of the total 
development cost of the project. Only in one instance 
did linkage funds almost completely fund the project. 
In the past, linkage money generally was allocated to 
fund low and moderate income housing through the 
renovation of old buildings and schools as well as to 
assist in the creation of new housing. Projects have 
included rental units; single room occupancy such as 
housing for pregnant, homeless women and alcohol 
recovery programs; condominiums; housing 
cooperatives and home ownership. 


Funds for the Neighborhood Jobs Trust (NJT) come 
from Jobs Linkage Fees of one dollar per square foot 
for every foot in excess of the 100,000 square foot 
threshold. This component of Linkage came from the 
1986 amendment to the legislation and was followed 
by the creation of the NJT in 1987. Payments are 
made in two parts, with one half due at the point a 
building permit is issued, and the balance due one 
year later, or upon the issuance of an occupancy 
permit for the building. Over the 1988-1997 time 
period $4.7 million of funds have been awarded 
resulting in the creation of 56 programs. Some of the 
services funded under this program include: model 
program designs for school-to-work transition, family 
literacy, workplace-based education, private sector 
involvement in the design and delivery of services, and 
capacity building in impacted communities. The Trust 
is particularly interested in supporting new and 
innovative education and training activities which 
result in high wage employment, new or non-traditional 
employment opportunities, and community based 
projects that respond to _ specific communities’ 
documented education and training needs. The NJT 
is committed to providing appropriate services to the 
residents of neighborhoods where (or adjacent to 
where) a given development project is located. In 
addition to the $4.7 million awarded, approximately 
$313,891 has been spent on administration, bringing 
total expenditures from the NJT to $5.0 million. 
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